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he fundamental soundness 
of Mill Mutual Insurance is 
based on a careful selection 
of risks, intelligent fire pre- 
vention work, and unusual 
economy of operation. 


























The Mit 























Murons 


ARE GENERAL FIRE INSURANCE CARRIERS 


Neilsevs Miutual Piece Tnawmvramce Ce...c ci cc ccsccccccccsesceeccweewsns Harrisburg, Pa. 
EPenOUe HUUCUE INS UUNMPNNOS Ce <5 6.6.5.0) 5.5-0:0 a:s vere wel ebiee cee tesas Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.............0.00cecceeee Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ..............00cccceecceecees Alton, III. 
Grain Dealers National Mutual Fire Ins. Co..................000085 Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co.................00000005 Kansas City, Mo. 
National Retailers Mutual Imsurance Co................c0ccccceecceccs Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co.................000000008 Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co..............0.0000 cece ee eees Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 


‘ 








JOURNAL OF 
AMERICAN INSURANCE 


Published Monthly By 
AMERICAN MUTUAL ALLIANCE 
919 N. Michigan Ave., Chicago, Ill. 





Copyright 1941 by American Mutual Alliance 


A. V. GRUHN, Editor and Manager 
EDWIN L. POOR, Managing Editor 
L. A. FITZGERALD AMBROSE B. KELLY 
Associate Editor Associate Editor 
H. F. SWANSON 


Business Manager 


JouRNAL OF AMERICAN INSURANCE 

















CONTENTS 


FRONTISPIECE Page 
J. Herbert Graves, Commissioner of Insurance, 
State of Arkansas......... Pearse a teletetetakens one See 2 
bo wie hs oS ao Sait Site oa ee urs aw eenn 3 
NOTES ABOUT THE INSURANCE WORLD......... 4 


SEC LIFE INSURANCE FINDINGS BEING 
WEIGHED BY TNEC..... 2. crc ccccccccvccece 11 


DIVIDED HIGHWAYS DO REDUCE ACCIDENTS 
ee Tee CN boo Ss. sic eis ccc ces eenewes 15 


LOSS CAUSES AND THEIR CONTROL 
ee ee rey re 17 


FOOD AND DAMAGE CLAIMS 
ee og Bese ere ner etcr ire rea 19 


INSURANCE AND THOSE WHO PRODUCE IT 
Rt OIG UNI 3. 10.5. 0.se- a's Siew wb 4.9 wi O-BrR Sele es 23 


Terms of Subscription: 25 cents per copy; $2.50 per year 
in the United States; $3.50 in Canada and other countries. 


















March, 1941—1 


THIS MONTH 































NE of the chief functions of an 

insurance company is, or should 
be, loss prevention — a function which, 
we fear, is more than occasionally for- 
gotten when certain carriers lean too 
much toward the investment side of the 
business. However that may be, we 
recommend careful attention be given 
to Mr. Betterley's article on the sub- 
ject, the author being in a position to 
gather some very interesting experi- 
ence @ Road building and maintenance 
are of importance from the double 
standpoint of public safety and con- 
venience, and national defense, the 
latter growing out of intelligent con- 
sideration of the former. See page |5 
e The recent T.N.E.C. report is spread 
before you more for the record than 
for comment but it is an intriguing 
document which looks forward to other 
developments e Food and damage 
claims may give a hint to the consumer 
eating his spinach as well as to the fac- 
tory owner, the dealer, or insurance 
executive e The H.O.L.C. matter is tun- 
ing up again, and the news items have 
an added slant of interest generally. 


NEXT MONTH 


OME odd things have been hap- 
pening in legislatures. Some new 
angles concerning policies are about 
ready for announcement and since 
everybody knows that wars begin in 
April, perhaps we may include a dash 


of controversy to liven up the issue. 












































J. HERBERT GRAVES 


Commissioner of Insurance 


STATE OF ARKANSAS 


/I1N addition to his wide business experience, Mr. Graves’ knowledge of insur- 

ance problems as they are related to railroad, banking and building and 
loan investments, together with his demonstrated leadership in various capaci- 
ties, eminently qualify him for this position" asserted Governor Adkins of 
Arkansas in selecting J. Herbert Graves for the important post of insurance 
commissioner of that state. The new commissioner, a vice-president and director 
of the Farmers & Merchants Bank of Judsonia and a director of the Pulaski 
Federal Savings & Loan Association of Little Rock, has been associated with the 
Missouri Pacific Lines and the Railway Express Agency for the past twenty years. 



































EDITORIALLY 
WE SAY« « « « 








extremely plausible case can be made — and often 
has been made — for the proposition that the 
executives constituting the high command of stock fire 
and casualty insurance incline to be rather bumbling 
characters in whom the spark of genius is lacking. 
As typical of such past performances there might be 
cited : 
The great Red-baiting campaign, carried on sporadi- 


L]: YN the strength of selected past performances an 


cally over two decades, in which it was alleged that 
mutual fire and casualty insurance has allied itself se- 
cretly with Communism in an effort to undermine the 
profit motive and the American business system ; leaders 
in the questioning of the Americanism of the entirely 
American mutual insurance companies were stock in- 
surance organizations whose home offices are located in 
alien capitals. 

The spending of thousands of dollars in setting up, 
right down to the precincts, an organization to promote 
dissemination of a formula for comparing the financial 
strength of one insurance company with another, when 
any individual with the slightest knowledge of insurance 
financial factors realized at a glance that the formula 
was an absurdity. 

The circulation of antiquated court decisions in an 
effort to discredit mutual insurance, when any clerk in 
the home office law department knew that they had no 
application to modern mutual insurance carriers. 

Efforts to force stock insurance down the throats of 
merchants and business men by thinly-disguised threats 
of boycott. 

Organized attempts to hoodwink the insurance-buying 
public into believing that the “service” rendered by the 
typical stock insurance agent is worth at least the dif- 
ference in price between mutual insurance and stock in- 
surance. 

But this picture of the leaders of stock insurance as 
individuals who could devise no more effective expedi- 
ents than these for fighting the growing importance of 
the mutual carriers never has seemed to this department 
to be a true one. For a long time this department has 
been one of the stouter defenders of the theory that the 
executives who wield the real power in the stock insur- 
ance high command are subtle fellows possessed of con- 
siderably greater than average intelligence. It has been 
contended that many of the activities which have been 
urged upon the stock insurance agents have not been 
designed to hamper directly the growth of mutual insur- 
ance. In some cases there can be little doubt that they 
have been designed to keep the agents’ minds off schemes 
calculated to give the stock companies advantages over 
their agents; in other cases their purpose obviously has 
been merely to keep the stock agents enthusiastically at 
their sometimes unpleasant task of ringing doorbells. 
This department has believed that the real leaders of 
stock insurance are extremely shrewd operators, who 
have insisted upon getting their right change at all times, 
and whose chief fault has been a slightly excessive cyni- 
cism in their dealings with their own agents. 

_ It is something of a relief, therefore, to note that dur- 
ing these tense times the real leaders of stock insurance 
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seem to be moving openly into control of stock insurance 
strategy. What formerly was done in individual in- 
stances is now done openly under the guise of ‘‘A”’ rat- 
ing, equity rating, or open rating devices such as with- 
holding publication of rates on certain risks. No longer 
heard to the same extent as in the past are the voices of 
the sweet singers, who advised the stock agents to edu- 
cate themselves so that the public might be better served, 
and who counselled the improvement of stock insurance 
public relations. The realists now seem to be at the helm. 

One indication of what was to come was seen in the 
making of the contract of last year between the Stock 
Company Association and the Home Owners’ Loan Cor- 
poration, under which a syndicate of stock carriers took 
over the writing of insurance upon virtually all of the 
properties upon which this governmental unit was mort- 
gagee. There was, of course, considerable prating of the 
value of the stock agent’s services, but as the real con- 
vincer the Stock Company Association merely cut the 
H. O. L. C. in for 25% of the premiums, 

Latest manifestation of the fact that stock insurance 
leaders are getting down to fundamentals is found in the 
present situation.on defense contracts. At first all of the 
talk by stock insurance’s orators was to the effect that 
the companies felt it their patriotic duty to write as much 
insurance as possible on defense projects. But when the 
hard-boiled military buyers in Washington could not be 
convinced that stock insurance was worth its cost, and 
began placing much of the workmen’s compensation busi- 
ness connected with defense projects in mutual carriers, 
it did not take stock insurance’s real leaders long to roll 
up their sleeves. There was wholesale filing of 20% rate 
deviations on defense project workmen’s compensation 
risks in the rate-regulated states, and it was made clear 
that stock insurance would put up a fight for the busi- 
ness even if it had to cut the previously-reverenced com- 
missions of its agents to the bone, or to destroy them 
entirely, 

The filings have been accompanied, of course, by 
statements made in tested patriotic terms, but even the 
insurance press has evidently discounted these state- 
ments as rather transparent window dressing. The 
American Agency Bulletin, house organ of the National 
Association of Insurance Agents, seemed to consider the 
patriotic element a minor one, when it said in a recent 
issue : : 

“These principles are involved: (1) That some of 
the nation’s most notable insurance carriers, and their 
agents, are being denied the opportunity to serve their 
country in this crisis as well as to share in legitimate 
business paid for by public funds; -(2) That non-stock 
and non-agency carriers may thus be accorded a prece- 
dent and prestige that may forever after plague stock 
carriers and stock agents in competition for the public’s 
patronage and favor.” 

In similar vein the National Underwriter commented : 


“As it stands the situation presents inherent difficul- 
ties. Obviously the War Department does not want to 
patronize one class of insurer to the exclusion of another, 
yet on a $300,000 risk the dividend which the mutuals 
indicate they will pay on the basis of their experience 
would be in the neighborhood of $60,000. It requires 

(Continued on next page) 


THE REALISTS TAKE OVER | 
FROM THE SWEET SINGERS 
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more salesmanship than the stock 
companies have yet been able to mus- 
ter to convince the War Department 
that there is any service they can 
render that would make their cover- 
age worth $60,000 more than the 
mutuals on a case of this size. What 
worries many stock company execu- 
tives is not so much the loss of the 
huge premium volume on defense 
projects, but the danger that insureds 
will be weaned away from stock com- 
pany coverage and prefer to keep 
mutual coverage permanently. De- 
fense contracts, though large, are pre- 
sumably temporary, but it would be 
a very serious matter if many of the 
large and substantial corporations that 
have been awarded defense contracts 
of one kind or another were to be 
permanently converted to the mutual 
idea.” 


More than once it has been stated 
in these columns that the stock in- 
surance carriers are fighting a des- 
perate rear-guard action against the 
advance of mutual insurance, and 
that they have been permitting their 
agents to fight with the most ridicu- 
lous weapons in order to give the 
companies time to form new lines 
behind them. With competition now 
being met by slashing agents’ com- 
missions, and with more rumors of 
participating stock insurance policies 
and direct production in the air than 
for many years, it seems quite possi- 
ble that the hour is close at hand 
when the stock insurance agents will 
learn how their companies have used 
them. 
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Black Elected Member of 
A.S.A. Board of Directors 


S. BRUCE BLACK, PRESIDENT OF THE 
LIBERTY MUTUAL INSURANCE COM- 
pany of Boston, has been elected a 
new member of the Board of Direc- 
tors of the American Standards As- 
sociation representing the National 
Association of Mutual Casualty Com- 
panies. In addition, the Board re- 
elected three members whose terms 
expired December 31. They are Carl 


Breer, executive engineer of the 
Chrysler Corporation, representing 


the Automobile Manufacturers Asso- 
ciation; John C. Parker, vice-presi- 
dent, Consolidated Edison Co. of 
New York, representing the Electric 
Light and Power groups; and Je- 
rome Strauss, vice-president of Va- 
nadium Corporation of America, rep- 
resenting the American Society for 
Testing Materials. All four will hold 
office until December 31, 1943. 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


DEMAND FOR OFFICE SPACE IN NEW 
YORK’S FINANCIAL DISTRICT IS 
greater now than in 1929 despite per- 
sistent downward trend of trading on 
stock exchange — Electric lamps are 
made in more than 9,000 sizes and 
types — Social Security accounts are 
now registered for 52,000,000 indi- 
vidual men and women employed in 
American industry and commerce — 
$96,000,000 worth of paper bags are 
produced in the United States an- 
nually — There is today an average 
of one life insurance agent for each 
200 families — Piano sales are re- 
ported at the highest point since the 
boom year of 1927 — Canada re- 
ports 3,405,537 automobiles entered 
the Dominion during 1940 for tour- 
ing purposes — One of every fifteen 
families in this country is dependent 
on milk, the largest single source of 
farm cash income, for a livelihood — 
The 1940 census reported 169,742 
restaurants, cafes and other eating 
places in the United States — Nearly 
500,000,000 pounds of fish are con- 
sumed in New York City annually. 


Detroit Insurance Executives 
Honor Berry and Emery 


APPROXIMATELY 80 PROMINENT DE- 
TROIT INSURANCE MEN ATTENDED A 
banquet and get-to-gether at the De- 
troit Athletic Club on February 24th, 
to honor incoming Insurance Com- 
missioner Eugene P. Berry of De- 
troit and to pay tribute to retiring 
Commissioner, John G. Emery of 
Grand Rapids. 

William G. Curtis, president of the 
National Casualty Company, was 
chairman of the affair. Walter E. 
Otto, president of the Michigan Mu- 
tual Liability Company, acted as 
toastmaster. George K. March, presi- 
dent of the Detroit National Fire In- 
surance Company and J. J. Ramsey, 
general manager of the Detroit Inter- 
insurance Exchange, were commit- 
teemen in charge of arrangements. 

Every branch of the insurance busi- 
ness and all Detroit insurance com- 
panies were represented at the ban- 





quet. Speakers of the evening were 
Edward J. Jeffries, Jr., Mayor of 
Detroit, and J. T. Hammond, Senator 
from Benton Harbor, Chairman of 
the State Senate Insurance Commit- 
tee. 
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Condemns Drive To Sell 


Draftees Life Insurance 


“ 


DISAPPROVAL OF THE USE OF “PAY 
JUST ONE PREMIUM” SALES TALK FOR 
selling life insurance to prospective 
members of the country’s armed 
forces who will come under the 
Soldiers’ and Sailors’ Civil Relief Act 
has been expressed by the National 
Association of Life Underwriters in 
a statement by Julian S. Myrick of 
New York, chairman of subcommit- 
tee on federal legislation of the asso- 
ciation’s Committee on Law and Leg- 
islation. 

“We do not feel,” Mr. Myrick says 
in his statement, “that the provisions 
of the Act should be taken advantage 
of in connection with any concerted 
drive to induce men to take out new 
life insurance on the principal, if not 
sole, inducement that they will have 
to pay only one premium, even a part 
of one annual premium, and then the 
United States Government will carry 
the load as long as the insured is in 
the service and for one year there- 
after.” In his statement, Mr. Myrick 
cites the National Association’s “co- 
operation with the government in its 
efforts to provide life insurance pro- 
tection for men in uniform, both un- 
der the old War Risk Insurance Act, 
during the World War and there- 
after, and under the new National 
Service Life Insurance provisions of 
the Excess Profits Tax Act of 1940.” 


“We now feel,” the statement con- 
tinues, “that we have an opportunity 
also to evidence our cooperation with 
the government in its administration 
of the Soldiers’ and Sailors’ Civil 
Relief Act of 1940, under the provi- 
sions of which the government under- 
takes to provide for the payment of 
premiums on life insurance policies 
up to $5,000 under certain conditions. 

“We have assumed that the relief, 
from the payment of premiums on life 
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insurance up to $5,000 provided by 
the Act, was intended to make possi- 
ble for those who came into the serv- 
ice under the new emergency legisla- 
tion to guard against the forfeiture 
of at least $5,000 of their life insur- 
ance protection, owing to the disloca- 
tion of their usual production of in- 
come resulting from their induction 
into the service.” 

Condemning “drives” to sell new 
insurance on the basis of the national 
government carrying the load as soon 
as a policyholder is inducted into the 
service, Mr. Myrick urges that all 
such solicitation of new business by 
life insurance agents be discontinued, 
except in those cases where the man 
about to enter the service has a very 
definite dependency problem, the so- 
lution of which requires the purchase 
of additional life insurance, in con- 
nection with which there is every 
likelihood of the insured’s repaying 
any premiums advanced by the gov- 
ernment and continuing the policy in 
force after the termination of his 
service. 
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Select Publicity Committee 
For Commissioners’ Meeting 


COMMISSIONER EUGENE P. BERRY OF 
MICHIGAN HAS APPOINTED ELMER 
Salzman, secretary-manager, Detroit 
Association of Insurance Agents, C. 
W. Lucas, publicity director for Gov- 
ernor Van Wagoner and Carl Sedan, 
manager, Detroit Convention and 
Tourist Bureau as a committee to 
handle publicity for the National As- 
sociation of Insurance Commissioners’ 
Convention in Detroit, June 9-11. 

It is expected that this year’s con- 
vention will attract a record breaking 
attendance due to the many critical 
questions facing the insurance busi- 
ness in coping with defense problems 
and regulations by State and Fed- 
eral governments. 

The committee is eager to receive 
material from the Commissioners and 
others that can be used effectively in 
making the convention outstanding. 


Read Names New Chairmen 
For Zones Four and Five 


INSURANCE COMMISSIONER JESS G. 
READ OF OKLAHOMA, SECRETARY OF 
the National Association of Insur- 
ance Commissioners has announced 
the appointment of new chairmen for 
zones four and five of the Associa- 
tion’s Committee on Examinations. 
Newell R. Johnson, Minnesota Com- 
missioner was named chairman of 
zone four succeeding Frank Yetka, 
former Commissioner of the state and 
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Luke J. Kavanaugh, Colorado Com- 
missioner was named to succeed M. 
J. Harrison of Little Rock, Arkansas, 
as chairman of zone five. Mr. Harri- 
son was replaced as Arkansas Com- 
missioner shortly after the first of 
the year. 
ee @ ® 


Sons of Henri N. Morin 
Ordered Into Army Service 


A RECORD OF WHICH HE CAN JUST- 
LY BE PROUD WAS SET BY HENRI N. 
Morin, Deputy Insurance Adminis- 
trator of the Rhode Island Depart- 
ment of Business Regulation when 
his two sons were recently ordered 
into service with the United States 
Army just six days apart. 

The eldest son of the Rhode Island 
Insurance Administrator, Dr. H. 
Gerald Morin, a practicing physician 
in St. Petersburg, Florida, and a 
former assistant city physician for 
that community, is a lst Lieutenant in 
the Medical Corps. He reported for 
duty at Fort Benning, Georgia, on 
February 28 and was assigned to the 
Armored Tank Division. Dr. Morin, 
a graduate of the University of Wis- 
consin and the University of Roch- 
ester, is married and the father of 
two children. 


Paul FE. Morin, 2nd Lieutenant, In- 
fantry, United States Army, the 
younger son had previously been or- 
dered to report at Fort Devens, Mas- 
sachusetts, on February 22. Since his 
graduation from the University of 
Maine in 1940, Lieutenant Morin had 
been working as an adjuster for the 
American Automobile Insurance 
Company of St. Louis. 


Alien Companies Are Sound 
Pink Tells Legislature 


THE SOUND STRUCTURE OF UNITED 
STATES BRANCHES OF ALIEN INSUR- 
ance companies was stressed in the 
third portion of Superintendent 
Pink’s annual report to the state leg- 
islature. Of the 94 alien companies 
operating in this country, Superin- 
tendent Pink pointed out, 83 are 
doing business in New York State 
and all but 6 of these are entered 
through New York. These United 
States branches he continued, should 
not be confused with alien companies 
doing business directly from abroad, 
over which the New York Insurance 
Department has no supervision. 

All of the United States branches 
have had an enviable record, the Su- 
perintendent noted, there having been 
no failures over a long period of 
years. They must meet the same gen- 
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eral requirements of capital, surplus, 
and reserves as domestic companies 
and are subject to the same supervi- 
sion. Their assets are here in the 
United States and are available only 
to the United States policyholders 
and creditors. The supervising au- 
thorities have even greater control 
over the assets of such companies 
than over those of domestic compa- 
nies. 

“We have always been able to an- 
swer ‘Yes’ to the question whether 
United States branches are safe,” 
said Superintendent Pink. “‘Regard- 
less of what problems may confront 
the alien companies, the policyholders 
of our United States branches are se- 
cured by the trusteed assets.” 


January New Life Insurance 
Down 12.1% 


NEW LIFE INSURANCE FOR JANU- 
ARY WAS 12.1% LESS THAN FOR 
January of last year according to a 
report submitted to the United States 
Department of Commerce by the As- 
sociation of Life Insurance Presi- 
dents. Ordinary insurance showed a 
gain of 1.5% and industrial insurance 
a gain of 11.8%. Group insurance, 
however, was 73.4% less than in its 
unusually high month of January, 
1940. 

The report, which aggregates the 
figures of 39 United States Compa- 
nies having 82% of the total business 
outstanding in all United States legal 
reserve companies, reveals that their 
new paid for life insurance — not in- 
cluding revivals, increases and divi- 
dends — amounted to $573,124,000 
in January in comparison with $652,- 
341,000 for the same month last year. 
Ordinary insurance was $410,922,- 
000 against $404,723,000 an in- 
crease of 1.5%. Industrial insurance 
was $126,458,000 against $113,111,- 
000 — an increase of 11.8%. Group 
insurance amoutited to $35,744,000 
against $134,507,000 — a decrease of 
73.4%. 








University Teachers’ 
Committees For 1941 Named 


THE AMERICAN ASSOCIATION OF 
UNIVERSITY TEACHERS OF INSURANCE 
has increased the number of its stand- 
ing committees to six in order to 
handle the expanding program of ac- 
tivities outlined at the Association’s 
annual meeting held in Chicago in 
December. Names of the committees 
and their members follow : 

Committee on Collegiate Preparation for 
Insurance Careers: Prof. Harry J. Lo- 
man, University of Pennsylvania, chair- 
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man; Prof. Ralph H. Blanchard, Colum- 
bia University; Prof. Edson L. Bowers, 
Ohio State University. 

Committee on Professional Standards in 
Property and Casualty Insurance: Prof. 
S. S. Huebner, University of Pennsylvania, 
chairman; Prof. Edson L. Bowers, Ohio 
State University; Prof. J. Anderson Fitz- 
gerald, University of Texas. 

Annual Meeting Program Committee: 
Prof. Edson L. Bowers, Ohio State Uni- 
versity, chairman; Prof. T. C. Bolton, 
Syracuse University; Prof. G. Wright 
Hoffman, University of Pennsylvania; 
Prof. S. B. Ackerman, New York Uni- 
versity; G. F. Michelbacher, Great Amer- 
ican Indemnity Co. 

Nominating Committee: Prof. Robert 
Riegel, University of Buffalo, chairman; 
Prof. A. H. Mowbray, University of Cali- 
fornia; Prof. George W. Goble, Univer- 
sity of Illinois. 

Publications Committee: Prof. J. Ed- 
ward Hedges, Indiana University, chair- 
man; Prof. A. H. Reede, Pennsylvania 
State College; Prof. L. J. Ackerman, Uni- 
versity of Newark; Prof. Joseph C. Pil- 
lion, Miami University, Oxford, Ohio: 
Prof. J. M Lear, University of North 
Carolina. 

Membership Committee: Prof. Chester 
A. Kline, University of Pennsylvania, 
chairman; Prof. Frank G. Dickinson, Uni- 
versity of Illinois; Prof. C. Arthur Kulp, 
University of Pennsylvania. 


ee @ ® 
Army Calls Neslen 


INSURANCE COMMISSIONER C. CLAR- 
ENCE NESLEN OF UTAH, A MEMBER OF 
the United States Army Reserve 
Corps, reported for active duty at 
San Luis Obispo, California, on 
March 3. 

Commissioner Neslen, a past presi- 
dent of the National Association of 
Insurance Commissioners, not only 
will be active as a member of the 
Chaplain’s Corps but in addition will 
be engaged in educational duties. 
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New Illinois Director 
Honored at Luncheon 


MORE THAN 700 INSURANCE LEAD- 
ERS FROM ALL PARTS OF THE STATE 
attended a luncheon in Chicago’s 
Palmer House on February 21, tend- 
ered by the Insurance Federation of 
Illinois in honor of Paul F. Jones, 
newly appointed Insurance Director. 

In his first public appearance since 
he assumed office, Mr. Jones made 
an excellent impression on the assem- 
bled gathering. In a brief speech he 
admitted his lack of knowledge of 
the technical details of the insurance 
business, but he assured his audience 
that the Department would be staffed 
by able and competent men. 

The new Director declared that 
although he would always be mindful 
of his responsibility to the public, the 
insurance people could at all times 
be sure of courteous and sympathetic 
treatment by the Department on any 
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meritorious matters. Likewise, he 
pointed out, that his attitude would 
be one of friendliness toward all 
branches of insurance regardless of 
age, type, size or plan. 

On the subject of Federal regula- 
tion Mr. Jones stated that it was his 
intention to make a searching inquiry 
into the abuses that are charged to 
exist by the proponents of such regu- 
lation with the view in mind of re- 
moving those evils which lead _ to- 
ward supervision by the Federal 
Government. 

Ernest Palmer, former Director of 
Insurance of Illinois, who was pres- 
ent at the luncheon, paid tribute to 
Mr. Jones and complimented Gover- 
nor Green on his selection. 


Massachusetts Attorney 
General Addresses 
Mutual Group 


\PPROXIMATELY 200 EXECUTIVES 
AND DIRECTORS OF MEMBER COM- 
panies of the Mutual Fire Insurance 
Association of New England gath- 
ered in Boston, March 14th, to hear 
Attorney General Robert T. Bushnell 
discuss legislative problems as they 
affect business. 

Other speakers at the annual lunch- 
eon of the Association were: Senator 
Angier L. Goodwin, President of the 
Senate, and Representative Christian 
A. Herter, Speaker of the House. 
Forrest E. Wheeler, President of the 
Association, discussed ‘**Insurance 
Under Attack”. 

Insurance Commissioner Charles 
I. J. Harrington, Senator Donald W. 
Nicholson, Senate Chairman of the 
Insurance Committee; John H. Val- 
entine, House Chairman of the In- 
surance Committee, members of the 
Joint Committee and the House and 
Senate majority and minority lead- 
ers, were guests of honor. 
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Cordero Named Michigan 
Deputy 


FRANK M, CORDERO OF DETROIT HAS 
BEEN NAMED FIRST DEPUTY INSUR- 
ance commissioner of Michigan to 
succeed H. B. Corell who recently 
was dismissed from office after 23 
years’ service with the State Insur- 
ance Department. 

Mr. Cordero, a former secretary 
of the Democratic State Central Com- 
mittee and assistant Wayne County 
clerk from 1933 to 1936, while lack- 
ing in insurance experience, is said 
to be a trained accountant and tax 
expert. 
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Brown Heads Mill & Elevator 
Fieldmen’s Association 


P. L. BROWN, MILL MUTUALS, 
NORTHWESTERN DEPARTMENT, MIN- 
neapolis, Minnesota, was elected pres- 
ident of the Mill & Elevator Field 
Men’s Association at the conclusion 
of the organization’s thirty-fourth an- 
nual meeting held in Chicago, March 
4-7. He succeeds S. L. Myers of the 
Millers Mutual Fire Insurance Com- 
pany of Harrisburg, Pennsylvania. 
M. J. Sankela, assistant manager, 
Mill Mutuals, Pacific Department, 
San Francisco, was named vice-presi- 
dent; H. C. Lee, assistant manager, 
Mill Mutual Fire Prevention Bureau, 
Chicago, was reelected secretary and 
E. D. Youngstrom, Mill Owners Mu- 
tual Fire Insurance Company of Des 
Moines, Iowa, was named treasurer. 

One of the principal addresses de- 
livered during the four-day meeting 
was that of Eugene Arms, manager 
of the Mill Mutual Fire Prevention 
Bureau of Chicago who discussed 
“National Defense and Possible War 
Measures.” Other speakers and their 
subjects were: J. W. Huntington, 
secretary, Ohio Grain Dealers Mu- 
tual Fire Ins. Co., Columbus, Ohio, 
“Reselling Our Own Policyholders” ; 
©. M. Earl, assistant secretary, Grain 
Dealers National Mutual Fire Insur- 
ance Company, Indianapolis, Indiana, 
“Extra Expense Insurance”; Dr. R. 
C, Steinmetz, Chief Special Investi- 
gator, Mill Mutual Fire Prevention 
Bureau, Chicago, “Loss Investiga- 
tion Problems With Which the Field- 
man Should Be Familiar”; H. L. 
Kennicott, secretary, Lumbermens 
Mutual Casualty Co., Chicago, “Cas- 
ualty, Service”; C. W. Glover, Amer- 
ican Mutual Alliance, Chicago, “Pres- 
ent Day Problems of Mutual Insur- 
ance”; C. S. Clark, manager, Grain 
& Feed Journals Consolidated, “Busi- 
ness Changes Involving the Country 
Grain Trade, C.C.C. Storage, Truck- 
ing, Waterway, Abandoned Rail- 
roads, etc.”; and H. C. Lee, Mill 
Mutual Fire Prevention Bureau, Chi- 
cago, “P. M. L., What Is It and 
Why ?” 

As could be expected, however, 
technical matters of especial interest 
to members of the association occu- 
pied the major part of the delegates 
time during the convention. Among 
the subjects discussed were: high- 
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lights of 1941 losses; bearings and 
their lubrication ; heating devices and 
regulations; cob disposal; electrical 
code articles 8 and 10; engine regu- 
lations; dust control theory; driers 
and drier regulations ; electrical code 
articles 7 and 9; electrical breakdown 
insurance; Mill Mutual committee 
setup; crop and business analysis; 
dust control application; develop- 
ments in the milling industry ; spon- 
taneous ignition; fumigation in the 
Pacific Northwest; electrical code 
articles 4 and 6; electrical code 
tables; financial investigation; small 
mill business analysis ; adjustment of 
losses; hay grinding; and_ hybrid 
corn. 
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Pink Tells Appraisers 
What He Expects of Them 


SUPERINTENDENT OF INSURANCE 
LOUIS H. PINK OF NEW YORK, IN AN 
address on February 26 before the 
New York State Society of Real Es- 
tate Appraisers told just what his 
Department expects from appraisers. 


“The first thing we want from an 
appraiser,” he said, “is honesty. Other 
things include intelligence, experi- 
ence, and a broad knowledge of all 
economic and human affairs. In 
other words, the appraiser is a pro- 
fessional man and we depend not only 
upon his experience and his general 
ability but his character and skill.” 


Continuing the Superintendent 
stated in part: 


“After the collapse of the title and 
mortgagee companies, there was very 
strong sentiment for the examination and 
licensing of appraisers. | doubt if I would 
go out on the street corners to fight 
against it, but on the other hand I can see 
little purpose in it. I do not think it 
would accomplish much. The mere pos- 
session of a license does not necessarily 
mean that a person has the requisite qual- 
ications. We must judge the appraisers 
by their work. We must judge them by 
their ability and their achievements just 
as we do a lawyer or a surgeon.” 

“In appraising a building or any parcel 
of real estate an appraiser must be fami- 
liar not only with the property in ques- 
tion and the adjoining properties but the 
neighborhood, borough-wide condition, and 
the development of the city plan. We have 
come to realize more than ever that the 
value of all property is dependent upon 
good government and the proper integra- 
tion of each part of the city with every 
other part, the flow of traffic, intelligent 
zoning, upon adequate schools, park and 
playground space, and all of the things 
that make a city livable and of use to the 
inhabitants.” 

_“The National Association of Insurance 
Commissioners has made commendable 
progress in trying to secure uniformity of 
method in determining the value of prop- 
erty but the real point at. issue is not the 
formula but what the property is worth. 
We most heartily approve of conservative 
formulas which do not give credit to sub- 
stantial arrears of taxes or interest or 
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foreclosure cost or other doubtful items. 
But we sometimes find that the real es- 
tate of a company which has a conserva- 
tive method of determining.value may be 
actually worse than that of the company 
whose method is less conservative.” 

“If there is one thought that I should 
like to leave with you today, it is that we 
must profit from what we learned during 
the class of the early thirties. We must 
not make the same mistakes over again.” 


“We are again in a period of ambitious 
competition for loans by the banks, life 
companies and other financial institutions. 
We are again in a period where too many 
large apartments and other similar struc- 
tures are being erected and many loans 
are too high. The speculative builder is 
coming back and is putting little or noth- 
ing into the huge apartments which are 
going up. Policyholders and depositors of 
banks will have to pay the bill, as will 
the Federal Government, which has guar- 
anteed some of the loans under F.H.A.” 


Librarians Meet June 16-20 


THE SPECIAL LIBRARIES ASSOCIA- 
TION’s 1941 CONVENTION WILL BE 
held at Hartford, Connecticut, June 
16-20. The Special Libraries Asso- 
ciation is a national group of libra- 
rians of all types of business and 
professional organizations. In accord- 
ance with specialized interests, libra- 
rians doing the type of work are or- 
ganized into nation-wide groups. One 
of these is insurance, composed of 
approximately 200 members. At the 
opening meeting of the insurance 
group, Commissioner John C. Black- 
all of Connecticut will deliver the ad- 
dress of welcome. 


Bill Seeks to Reorganize 
Michigan Department 


A BILL PROVIDING FOR PARTIAL RE- 
ORGANIZATION OF THE MICHIGAN IN- 
surance Department has been intro- 
duced in the State Legislature by 
Senator K. T. Hammond of Benton 
Harbor, Chairman of the Senate In- 
surance Committee. Principal aims of 
the bill would be to increase the De- 
partment’s annual appropriation, to 
provide for greater departmentaliza- 
tion and to check political interfer- 
ence in the division’s personnel. 

The retention of all miscellaneous 
fees collected by the department up 
to a limit of $200,000 annually would 
be permitted under the terms of the 
bill. At present the Department’s 
budget is limited to about $70,000 so 
a considerable expansion of activities, 
particularly in providing a more ade- 
quate examining board would be pos- 
sible under the new setup. 

Under the proposed revision the 
Commissioner’s annual salary is fixed 
at $6,000, the present figure, which 
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amount will be paid out of the in- 
surance fund. The bill expressly em- 
powers the Commissioner to designate 
“division managers” in addition to 
deputies who could be assigned to 
“take charge of any division of the 
department” during his absence “with 
authority to perform any duties or 
acts devolving upon the Commis- 
sioner’. 

The present top fee of $20 per 
day for examiners is increased to 
$25 by the Act. 


New Pamphlets in A.M.A. 
Insurance Series 


PAMPHLETS 35 AND 36 IN THE 
AMERICAN MANAGEMENT  ASSOCIA- 
tion’s Insurance Series dealing with 
“Answers to Questions on Company 
Insurance Coverages” and “Prob- 
lems of the Insurance Buyer’ are 
now available for distribution and 
may be secured from the A.M.A., 
330 W. 42nd Street, New York City. 

The information in these pamph- 
lets is based on the practical experi- 
ence of various executives and in ad- 
dition to representing distinct ad- 
vances in this phase of management 
are valuable contributions to knowl- 
edge in the field of insurance. 


Pamphlet 35, which sells for 75c a 
copy, contains a series of questions 
and answers on problems of insur- 
ance buying developed out of the 
Spring Conference of the Insurance 
Division of the American Manage- 
ment Association, held May 6-7, 
1940, at Atlantic City. The questions 
were turned in by registrants at the 
conference and were assigned by 
Ralph H. Blanchard of the Columbia 
University School of Business, vice- 
president of the Division, to various 
authorities for discussion during the 
session. Subjects treated are “Boiler 
and Machinery Insurance” by Dale 
F, Reese, vice-president, Hartford 
Steam Boiler Inspection & Insurance 
Company; “Bonding” by John C. 
Brodsky, secretary, The Fidelity & 
Casualty Company of New York; 
“Fire Insurance” by Paul J. Ken- 
nedy, New York City; “Liability and 
Compensation Insurance” by G. T. 
Crisp, vice-president and sales man- 
ager, American Mutual Liability In- 
surance Company; ‘‘Management” 
by F. H. Deckman, insurance engi- 
neei, Columbia Engineering Corpo- 
ration; and “Old Age and Survivors 
Insurance” by John J. Corson, direc- 
tor, Bureau of Old Age and Survi- 
vors Insurance, Social Security 
Board. 


“Problems of the Insurance Buyer” 
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is the title of Pamphlet No. 36 which 
sells for $1.25 per copy. Included in 
this publication are articles on “When 
is Self Insurance Practical?” by 
J. W. Myers, Standard Oil Company 
of New Jersey and accompanying 
discussions by T. Cushman Foster, 
Special Risk Department, Hartford 
Accident & Indemnity Company, and 
Courtlandt Otis, director, Johnson & 
Higgins, New York; “The Bank and 
Its Customers’ Insurance” by Ken- 
neth C. Bell, 2nd _ vice-president, 
Chase National Bank, with discus- 
sions by L. E. Kietzman, secretary, 
American Insurance Company of 
Newark, New Jersey, and J. H. 
Mears, vice-president, Brown, Cros- 
by & Co., Inc., New York City; 
“Management Thinking on Group 
Insurance” by William J. Graham, 
vice-president, Equitable Life Assur- 
ance Society, New York; and “Re- 
vision of the Standard Fire Insur- 
ance Policy” by Reginald Fleming, 
insurance manager, the Common- 
wealth & Southern Corporation, New 
York City. Chase M. Smith, secre- 
tary, National Retailers Mutual In- 


surance Company, Chicago, and 
Clayton G. Hale, the Hale & Hale 
Company, Cleveland, discuss Mr. 


Fleming’s paper. 
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February Fire Losses Lower 


FIRE LOSSES IN THE UNI1ELD STATES 
DURING FEBRUARY TOTALED $26,102,- 
000 — a decline of $8,308,250 or 24 
per cent from the figure reported for 
the same month last year — accord- 
ing to preliminary estimates recently 
released by the National Board of 
Fire Underwriters. February losses 
were also $368,000 or 1 per cent un- 
der the total reported for the preced- 
ing month. 

For the first two months of 1941 
fire losses have been reduced 25 per 
cent over the same period last year. 

Losses for each month of 1939 and 
1940 and for the first two months of 


1941 are shown in the following 
table: 
1939 1940 1941 

Jan. ...$27,615,316 $36,260,650 $26,470,000 
Feb. . 29,303,520 34,410,250 26,102,000 
Total Z 

mos. $56, 918,836 $70,670,900 $52,527,000 
Mar. ... 30,682,168 29,788,800 ........ 
Agr. ... Ziel ee ZOGE TIO occ scccs 
May ... 27,031,700 23,446,590 ........ 
June ... 24,190,700 19,506,000 ........ 
July .... 22,468,304 20,322,800 ........ 
Aug. ... 22,800,500 20,722,100 ........ 
Sept. ... 22,837,250 21,198,000 ........ 
Oct. ..« Aeauep00 22001140 ww ccces 
Nov. ... 27,248,160 23,449,000 ........ 
Dec. ... 27,959,200 28,617,000 ........ 
Total 12 


mos. .$313,498,840 $306,469,520 
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Rumor New Contract Between 


H.O.L.C.--S.C.A. 


THE HOME OWNERS’ LOAN CORPO- 
RATION HAS MADE FORMAL ANNOUN- 
cement that there is being considered 
a modification of its present contract 
with the Stock Company Association 
which would remove the provision 
for payment to the H.O.L.C. of 25 
per cent of the premium for services 
rendered. As a substitute, it is stated, 
the S.C.A. would pay to the H.O.L.C. 
such sums as might be agreed upon 
between the parties as reasonable 
compensation for the services per- 
formed by the H.O.L.C 

The contract now in effect has been 
the subject of much controversy and 
a number of insurance departments 
have held that the payment of a 25 
per cent service fee to the H.O.L.C. 
violates the rebating laws of their 
states. Officials of the H.O.L.C. have 
expressed hope that the new arrange- 
ment would meet the criticisms which 
have been voiced by various state su- 
pervisory officials. 
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Marine Definition 
Reinstated In Missouri 


PARAGRAPH F. SECTION II OF THE 
DEFINITION AND INTERPRETATION OF 
the insuring powers of Marine and 
Transportation Underwriters was re- 
instated in Missouri effective as of 
March 12 according to an announce- 
ment by Superintendent of Insurance 
Ray B. Lucas. The Superintendent’s 
notification which was sent to all fire, 
marine and casualty insurance com- 
panies licensed to do business in the 
State of Missouri declared that the 
bulletin issued November 1, 1940, on 
this subject was being withdrawn and 
is of no further force and effect. 


N.F.P.A. Presidency 
Nomination again goes to 


Small 


THE NOMINATING COMMITTEE OF 
THE NATIONAL FIRE PROTECTION AS- 
sociation has recommended to the 
Board of Directors the election of 
Alvah Small of Chicago to the presi- 
dency of the organization for the 
forthcoming year. The election will 
take place at the Association’s annual 
meeting at Toronto beginning May 
12th. 

Other candidates advanced by the 
Nominating Committee are: David J. 
Price, Washington, D. C. and Rich- 
ard E. Vernor, Chicago, vice-presi- 
dents; Hovey T. Freeman, Provi- 


dence, Rhode Island, secretary-treas- 
urer; Albert T. Bell, Atlantic City, 
N. J., Chairman of the Board of Di- 
rectors; Frank A. Dover, New Jer- 
sey; Russell Grinnell, Providence ; 
C. W. Pierce, New York; W. C. 
Wagner, Philadelphia; John L. 
Wilds, Chicago, to the Board of Di- 
rectors for three years; W. S. 
Hickey, New Haven, Chairman; A. 
O. Boniface, New York, and W. C. 
Hodges, Topeka, as members of the 
Nominating Committee for 1941. 


Missouri Cautions, Companies 


On Use Of Binderrs 


SUPERINTENDENT OF INSURANCE 
RAY B. LUCAS OF MISSOURI IN A RE- 
cent ruling directed to all fire and 
marine insurance companies licensed 
to do business in the state warned 
that the use of binders in any man- 
ner which may result in a rate ad- 
vantage is a violation of law and sub- 
ject to penalty. The full text of the 
Superintendent’s opinion follows: 

“A recent investigation conducted by 
this Department has disclosed violations 
of rules pertaining to the use of binders, 
particularly in connection with the bind- 
ing of risks during the course of con- 
struction. If binders are used in covering 
any risks, pending any required publication 
of specific rates or for any other valid 
reason under the existing rules for the 
writing of insurance in the state, such 
binders must be replaced by proper poli- 
cies of insurance dated concurrently with 
the effective date of such binders and the 
proper premium charged, in compliance 
with the provisions of Section 5975 R. S. 
Missouri, 1939. 

“The use of binders in any manner 
which may result in a rate advantage is a 
violation of law and any such violations 
will subject offending companies, agents, 
or brokers to the penalty of suspension or 
revocation of license.” 


Gesell Resigns From S. E. C. 


GERHARD A, GESELL, COUNSEL FOR 
THE SECURITIES AND EXCHANGE 
Commission in the conduct of the 
recent hearings on life insurance be- 
fore the Temporary National Eco- 
nomic Committee resigned his gov- 
ernmental post on March 17. An- 
nounced was his association with the 
Washington, D. C., law firm of Cov- 
ington, Burling, Rublee, Acheson & 
Shorb; it is understood that he will 
specialize in trial work. 

Mr. Gesell, who with Ernest Howe, 
wrote the monograph on life insur- 
ance as submitted to the T.N.E.C. on 
February 28, is the son of a Yale 
professor and a graduate of Yale 
University and the law school of that 
College. He is 30 years old. He was 


selected by the S.E.C. as counsel of 
the insurance study shortly after hav- 
ing completed his legal education, 
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| January Traffic Toll 
Up Nine Per Cent 


AMERICA STARTED 1941 By ROLLING 
UP A JANUARY TRAFFIC TOLL OF 
2,760 —- nine per cent greater than 
the figure reported for the same 
month last year. 


The National Safety Council, 
which compiled the statistics, de- 
clared that the increase is disturbing 
for two reasons: 

1. It continues and even accelerates the 
upward trend which made the 1940 traffic 
toll six per cent greater than in 1939. An 
increase of only one per cent in Decem- 
ber over the same month in 1939 caused 
traffic authorities to hope that the mount- 
ing death totals had, once again, been 
turned downward. 

2. The January toll not only was 
greater than that for the same month last 
year, but also topped January in 1939 and 
1938. It has been exceeded, in fact, only 
by January in 1934 and 1937. 

Most of the increase this January, 
the Council points out, can be blamed 
on accidents in rural areas. The rural 
traffic death toll for the month was, 
from reports now available, about 14 
per cent greater than in January last 
year, as compared with a two per cent 
increase in the cities. 

It is possible that more open roads 
generally throughout the northern 
half of the country resulted in more 
January travel this year than usual. 
Definite January mileage figures, 
however, are not yet available. 

Despite the sharp nation-wide in- 
crease in traffic deaths, 19 of the 42 
states whose reports are available 
showed decreases from January last 
year. Two other states had exactly 
the same number of deaths as last 
year, 








Michigan Mutual Liability 
Elects Two New Directors 


AT ITs 29TH ANNUAL MEETING OF 
POLICYHOLDERS AND DIRECTORS HELD 
in the auditorium of its home office in 
Detroit, the Michigan Mutual Liabil- 
ity Company elected two new mem- 
bers to its board of directors for three- 
year terms. The new members are 
Donald J. Buell, secretary-treasurer 
of Buell Die and Machine Company 
of Detroit and Arnold J. Malow, vice- 
president and treasurer of Barton- 
Malow Company, Detroit. 


Directors of the company re-elected 
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for three-year terms were James In- 
glis, chairman, American Blower 
Corporation, Detroit; A. F. Jackson, 
vice-president, Michigan Malleable 
Iron Company, Detroit ; E. A. Mavis, 
treasurer, American Excelsior Cor- 
poration, Chicago; and G. P. Mc- 
Callum, president, Detroit, Mackinac 
and Marquette Land Company, Ann 
Arbor. 


The company’s present executive 
officers were also re-elected. 


Hygiene Institute To Be Held 
At Pittsburgh, May 5-9 


A “POST-GRADUATE” INSTITUTE OF 
INDUSTRIAL MEDICINE AND INDUS- 
trial hygiene, attracting industrial 
health specialists from all parts of 
North and South America, will be 
held in Pittsburgh, May 5 to 9. 
Scores of pertinent papers and dis- 
cussions are scheduled on the medical 
and engineering phases of employees’ 
health protection. 

The institute marks the 26th an- 
nual meeting of the American Asso- 
ciation of Industrial Physicians and 
Surgeons, and the second annual 
meeting of the American Industrial 
Hygiene Association. A majority of 
the sessions will be held at Pitts- 
burgh’s William Penn Hotel. 

A series of important dry clinics on 
industrial medicine and surgery will 
be held at Mercy Hospital on the first 
day, May 5. John T. Griffith, M.D., 
chairman of the Hospital Clinic Com- 
mittee and professor of surgery, 
School of Medicine, University of 
Pittsburgh, will be in charge. 

Cornelius D. Scully, Mayor of 
Pittsburgh, will welcome the dele- 
gates on Tuesday, May 6. Other ad- 
dresses of welcome will be made by 
Frederick Jacobs, M.D., president, 
Alleghany County Medical Society ; 
and J. T. Shaw, Secretary of Health, 
Commonwealth of Pennsylvania. Re- 
sponse will be made by Daniel L. 
Lynch, M.D., president of the Amer- 
ican Association of Industrial Physi- 
cians and Surgeons, and Warren 
Cook, president, Industrial Hygiene 
Association. Dr. Lynch will make the 
president’s address, after which the 
following subjects will be presented 
and discussed: ‘Practical Results of 
Periodical Physical Examinations” 
by A. J. Kammer, M.D., Medical Di- 
rector, Inland Steel Company, Indi- 
ana Harbor, Indiana; ‘Relation of 
Trauma to Disease” by A. H. Col- 
well, M.D., Associate Professor of 
Medicine, School of Medicine, Uni- 
versity of Pittsburgh; and “Contact 
Dermatoses” by W. H. Guy, M.D., 
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Professor of Dermatology, School of 
Medicine, University of Pittsburgh. 

The afternoon of May 6 will be 
devoted to presentations and discus- 
sions of the following subjects: “Se- 
quelae of Head Injuries”; “Trauma 
Other Than Fractures’; “Mental 
Hygiene in Industry”; and “Evalua- 
tion of Circulatory Function in Ex- 
tremities.” Individual group confer- 
ences will be held that evening. 

The morning of May 7 will be de- 
voted to recent research on such sub- 
jects as carbon monoxide poisoning ; 
effects of radiation from an ophthal- 
mologic viewpoint; and various’ as- 
pects of industrial lead exposures and 
industrial lead poisoning. Tubercu- 
losis problems will be the main topic 
of discussion at the afternoon session. 

Principal speakers at the banquet 
to be held on the evening of May 7 
include Dr. Irving Abell, Chairman 
of Health and Medical Committee, 
Federal Security Agency, discussing 
the role of industrial medicine and 
hygiene in national defense; and \V. 
O. Knudsen, Dean of the Graduate 
School, University of California, 
speaking on “Noise and Hearing.” 

Industrial ventilation problems will 
be considered on the morning of May 
8 while industrial hygiene dust studies 
are scheduled for discussion at the 
afternoon session. Subjects include 
control of gases, vapors and fumes; 
electroplating operations; air borne 
infection ; radiant. cooling ; studies of 
recent dust determination methods, 
including concentration and free silica 
content ; investigations in the chrome 
brick industry ; lead and zinc mining, 
copper refining; and Fullers earth as 
a cause of pneumoconiosis. 

The evening session on May 8 in- 
cludes miscellaneous subjects: a re- 
view ,of industrial hygiene progress 
during 1940; claims of industrial 
poisoning ; medicine and engineering 
evaluation of exposures in the syn- 
thetic sausage and casing industry ; 
sampling and determination of alde- 
hydes ; and the absorption and elimi- 
nation of noxious vapors. 

The final day of the institute will 
be given over to a report on derma- 
titis control in a mass production 
industry; sporotrichosis as an occu- 
pational disease among florists ; com- 
mon solvent exposures; electric arc 
welding; gases, fumes and vapors 
from coated welding rods; trends in 
occupational disease; eye protection 
in industry; controlled radium haz- 
ards; phosphorous toxicology; bio- 
chemistry of carbon bisulfide; new 
synthetic chemical; toxicity of 1-1 
Dichlor-1-nitro-ethane; toxicity of 


methyl silicate; toxic effects on ani- 
mals of methyl, ethyl and butyl me- 
thacrylates. 
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Ernest F. Stockwell Elected 


Director of American Mutual 


ERNEST F. STOCKWELL, PRESIDENT 
AND DIRECTOR OF BARBOUR STOCK- 
well Company, was elected to mem- 
bership on the Board of Directors of 
the American Mutual Liability In- 
surance Company at the organiza- 
tion’s recent annual meeting held in 
the company’s home offices in Boston. 
Mr. Stockwell, a leader in New Eng- 
land’s iron and steel manufacturing 
industry, will assist American Mutual 
in an advisory capacity, particularly 
in matters having to do with the 
metal-working trade. 

Mr. Stockwell is secretary of the 
New England loundrymen’s Asso- 
ciation, treasurer of the Boston 
Branch of the National Metal Trades 
Association and treasurer of the New 
England Transit Club. 
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Compulsory Automobile 
Insurance in Germany 


THE INSURANCE DEPARTMENT OF 
THE UNITED STATES CHAMBER OF 
Commerce has excerpted from Euro- 
pean business notes supplied by the 
International Chamber of Commerce 
the following interesting data on au- 
tomobile insurance in Germany : 

“A German law of November 7, 1939, 
modifying the existing laws with regard 
to automobile traffic and automobile in- 
surance, provided that compulsu1y auto- 
mobile insurance should be made effective. 
The decree applying law was issued April 
6, 1940. It provided that this legislation 
should make it obligatory for all automo- 
bile owners to take out insurance and for 
all the insurance companies covering such 
risks to accept the applications for con- 
tracts. 

“To guarantee the coverage of the risk 
in all cases, the decree groups the compa- 
nies writing automobile insurance in a 
syndicate of insurers. 

“There was recognition of the possi- 
bility that the insurance companies would 
take to the syndicate of insurers the con- 
tracts on which they themselves might not 
want to carry the guarantees. 

“However, the authority to do this is 
limited to particular cases and does not 
extend to entire categories. Everything is 
done to restrict the risks that are thus 
placed as a charge on the syndicate. The 
contracts that are handed to the syndicate 
are first examined by a special committee. 

“Since the syndicate does not have re- 
sources of its own, the losses will have to 
be covered by contributions from all the 
automobile insurance companies, based on 
the amounts of the premiums that they 
collect in the course of a given period. 

“In order to simplify and eventually re- 
duce the costs of administration, no new 
organization has been set up to manage the 
risks that are charged upon the syndicate. 
The first insurer retains the handling of 
the risks which he has transmitted to the 
syndicate. 

“The policyholder will be notified that 
his insurance has been effectuated through 
the syndicate of insurers. That is expected 
to serve as a warning that he will have to 
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drive with more care and discipline. It 
remains for experience to show whether 
this warning will bring results. 


“In August, 1940, the Government an- 
nounced new conditions relating to the re- 
sponsibility of automobilists toward third 
parties. A governmental order, adopted in 
November and issued in December, 1940, 
permits the application of these new con- 
ditions to existing insurance contracts as 
well as to new ones.” 


George L. Mallery Named 
Chairman of the Board 


GEORGE L. MALLERY, PRESIDENT OF 
THE SECURITY MUTUAL CASUALTY 
Company of Chicago since 1936, was 
elected Chairman of the Board at the 
company’s annual meeting held 
March 14. Mr. Mallery’s election as 





Photo by Moffett-Russell 
GEORGE L. MALLERY 


well as other changes announced by 
the Board of Director's become effec- 
tive April first. 

To succeed Mr. Mallery as presi- 
dent and general manager, the Board 
selected Thomas M.. Coen, former 
vice-president. Joseph Fink, former 
assistant secretary was elected vice- 
president and John R. Kitch was 
named assistant secretary. 

e* @ @ 


Missouri Officials Disagree 
On Participating Policies 


THE QUESTION OF WHETHER OR NOT 
STOCK CASUALTY INSURANCE COM- 
panies can issue participating policies 
in Missouri remains unsettled at last 
report, due to a disagreement be- 
tween Attorney General Roy McKit- 
trick and Superintendent of Insur- 
ance Ray B. Lucas. 

Attorney General McKittrick twice 
previously (1936 and 1939) had ruled 





that stock casualty carriers could not 
issue participating policies in the state. 
In a most recent opinion he reverses 
his former rulings and holds that 
“Stock casualty companies under 
Article VI, Chapter 37 R.S. Missouri 
1929, may issue participating con- 
tracts”. 


Superintendent of Insurance Ray 
B. Lucas discloses, however, that he 
does not intend to follow the Attorney 
General’s ruling. He is of the opinion 
that the Missouri Law does not per- 
mit such a procedure and conse- 
quently, so far as he is concerned, the 
situation remains unchanged. 


The text of the Attorney General’s 
ruling follows: 


“The 1936 opinion of this office, and 
the concurring 1939 opinion, preceded 
on the theory that the issuing of a par- 
ticipating policy was the one and princi- 
pal distinguishing feature between the 
mutual plan and the stock plan of in- 
surance. We do not believe this to be 
true. 


“The several cases on the subject and 
also the text-books on insurance gen- 
erally say that the stockholders of the 
stock company ‘take the profits of the 
business’ or are ‘entitled’ to receive the 
profits. In a stock company the stock- 
holders are undoubtedly ‘entitled’ to the 
profits in the first instance, and no such 
company could be forced to divide the 
profits with its contract holders. How- 
ever, being ‘entitled’ to take the profits 
and being forced to take and retain 
the same, appear to be two different 
things. We do not believe the legisla- 
ture ever had in mind the thought that 
the stockholders of a stock company 
should be forced, even against their 
will, to not only accept but also at all 
times to retain and personally keep 
each and every profit the company might 
make. Surely, if the legislature had 
meant to say that, it would have used 
direct, clear and positive language to 
have accomplished that purpose. 


“It would follow, therefore, that if 
any stock casualty company, organized 
or licensed under Article VI of Chapter 
37, desires to return a part of its earn- 
ings to the policyholders, it is not pro- 
hibited from doing so. In the absence 
of a specific statutory prohibition, the 
stockholders of a stock company are at 
liberty to give away to their contract 
holders as much of the profits as they 
might desire, and any such practice 
would not contravene any provisions of 
the Missouri statutes nor public policy. 
It would be to the interest of the public 
to permit a participation, and of benefit 
to the policyholder. 


“It is therefore the opinion of this 
department that there is nothing con- 
tained in Article VI, Chapter 37, R.S. 
Mo. 1929, which either directly or in- 
directly prohibits the insurance of par- 
ticipating policies of insurance by stock 
casualty companies, and that any such 
participating clause would be of benefit 
to the policyholders and in the public 
interest. Further, that there is nothing 
wrong or immoral in the making of such 
a contract whereby policyholders will 
be permitted to share in the profits of 
stock casualty companies.” 
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From the Nation's Capital comes the report of the SEC-TNEC Probe into the life 
insurance business. 


SEC Life Insurance Findings 
Being Weighed by TNEC 


WO important events — the re- 
lease of the long-awaited report 
of the Securities and Exchange 
Commission inquiry into the legal re- 
serve life insurance field and the sub- 
sequent appearance of Sumner T. 
Pike, Commissioner of the S.E.C. 
before the Temporary National Eco- 
nomic Committee with a list of spe- 
cific legislative recommendations and 
suggestions developed as a result of 
the hearings — proved of major in- 
terest to the insurance world during 
the past month. 

The S.E.C. report which had been 
in process of preparation since last 
June was made public on February 
26th by United States Senator 
Joseph C. O’Mahoney of Wyoming, 
Chairman of the Temporary National 
Committee. The study contained no 
recommendations, legislative or other- 
wise, but merely assembled what the 
investigators regarded as significant 
facts developed during the inquiry. 

The recommendations of Mr. Pike 
before the T.N.E.C. on February 








28th, on the other hand, indicated 
that efforts should be made by the 
states to strengthen existing machin- 
ery for regulating and supervising 
life insurance companies; that the 
Federal Government should assist the 
states in these efforts by giving ad- 
vice, disseminating information and 
exercising some slight supervision 
over certain primarily interstate as- 
pects of the business; and that the 
gradual disappearance and eventual 
elimination of industrial insurance 
should be encouraged. A recommend- 
ation that some appropriate commit- 
tee of Congress or some designated 
agency of the Iederal Government 
be directed to conduct a thorough in- 
vestigation of all forms of fire, casu- 
alty and marine insurance was also 
made by Mr. Pike. 

According to Senator ©’Mahoney, 
the S.E.C. report known officially as 
“Monograph No. 28 — Study of 


Legal Reserve Life Insurance Com- 
panies” and written by Gerhard A. 
Gessel and Ernest J. Howe, Special 
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Counsel and Chief Financial Adviser 
of the Insurance Section of the Secu- 
rities and Exchange Commission, re- 
spectively, represents only the views 
of the authors and not necessarily 
those of either the S.E.C. or the 
T.N.E.C. 

Digests of both the S.E.C. report 
and Mr. Pike’s legislative recom- 
mendations follow: 


S.E.C. Report 

At the outset the 466 page report 
lauds the development of the life in 
surance business in this country as 
representing an outstanding achieve- 
ment. After pointing out that life in- 
surance provides the channel through 
which millions of American people 
accumulate savings to gain for them- 
selves and their families a larger 
measure of security and financial in 
dependence, the report states that 
there can be no question of the sound- 
ness of the basic principles upon 
which the institution of life insurance 
is founded. 

Among the principle topics consid- 
ered in this study are the great size 
of legal reserve companies, their 
enormous growth and present possi- 
bilities for future growth. Comment 
ing on this phase of the investigation 
the report states: 

“In the course of the hearings, particu- 
lar studies were presented showing the 
operations and investments of the 26 
largest legal reserve life insurance compa 
nies which account for, roughly, 87 per 
cent of the assets of the life insurance 
business. It appeared that in 1937 these 
26 companies owned 11.6 per cent of the 
long-term debt of the United States Gov- 
ernment and owned substantial percentages 
of all principal classifications of long-term 
private debt. In addition, the companies 
owned more than 1% billion dollars of 
farm and city real estate. Additional facts 
concerning these 26 largest companies may 
aid in* an appreciation of their size and 
the important part which they play in the 
national economy. In the 10-year period 
from 1929 to 1938, inclusive, the compa 
nies had a total premium income of $30,- 
390,464,000 and in the same period made 
gross investments ‘totaling $26,189,870,000. 
These investments were so substantial that 
in addition to purchasing large blocks of 
Government bonds and investing in sizable 
amounts of farm and urban mortgages, 
these companies purchased 47.7 per cent of 
all corporate bonds and notes issued in 
1938. In that year alone the 26 companies 
invested about $4,000,000,000, which was 
comprised, roughly, of $2,500,000,000 re 
turned to them through the maturity, sale, 
and redemption of their old investments 
and $1,500,000,000 of new money receipts. 
Stated in another way, it may be said that 
into the hands of the officials of these life 
insurance companies there was an average 
daily flow of over $10,000,000 which they 
were obliged to invest.” 

“Tt would appear in fact that due to the 
operation of many factors including forces 
inherent in the character of the. policy 
contracts written and the impetus of man- 
agement, continued growth of life insur 
ance companies is certain. The companies 
are certain to accumulate more and more 
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assets and they will become increasingly 
important in our economy. In view of the 
fact that an 800 per cent increase in as- 
sets has been attained since 1906 the pros- 
pects of further accumulation of assets in 
the future gives some cause for concern. 
On the basis of past experience it is rea- 
sonable to expect that by 1950 the 26 
principal companies will have increased 
their assets anywhere from 54 to 60 per 
cent, reaching the unprecedented size of 
from $37,000,000,000 to $40,000,000,000.”” 


What the authors of the report re- 
gard as absence of effective policy- 
holder control over the activities of 
the mutual life insurance companies 
with consequent self-perpetuation in 
office of insurance directors is dis- 
cussed at some length, and the fol- 
lowing conclusions are stated: 

“In summary, it may be said that there 
are many legal and practical obstacles in 
the way of policyholders of mutual com- 
panies which prevent them from electing 
directors to the boards of their compa- 
nies. Not only is the original selection of 
board members in the hands of the man- 
agements rather than the policyholders, 
but policyholders are found to have no 
effective recourse against directors whose 
actions they may deem inimical to their 
best interests. 

“The great expense which mutual pol- 
icyholders must undergo in initiating and 
perfecting an independent nomination, the 
apparent unwillingness of managements to 
educate their policyholders in the advan- 
tages and use of their franchise privileges, 
and the many factors which assist en- 
trenched management when it deals with 
the widely distributed and highly unor- 
ganized interest of the policyholder have 
but one possible tendency, namely, to fos- 
ter irresponsibility in management.” 

“It is a serious question whether a sys- 
tem, under which the accumulation of 
large amounts of policyholder savings are 
administered by a self-perpetuating group 
of individuals who have no direct respon- 
sibility to the policyholders and whose ac- 
tivities are not even subject to threat of a 
possible policyholder review, should be 
permitted to continue. True, it is the di- 
rectors who have the ultimate obligation 
for management and they are in the eyes 
of the law trustees charged with a duty 
to carry out the affairs of their companies 
in the interest of the policyholders. When 
it is said that the directors of mutual 
companies are acting in the interest of the 
policyholders, however, it should be noted 
that they are not selected by the policy- 
holders, elected in fact by the policyhold- 
ers or subject to immediate removal by 
the policyholders in the event their actions 
are considered inimical to the policyhold- 
ers’ best interests. There are admittedly 
great practical difficulties which must be 
overcome before any true enfranchisement 
of the policyholders can take place, but 
until substantial steps are taken in this 
direction, the management of the mutual 
life insurance companies will continue on 
an autocratic basis, and the mutual com- 
panies will not have achieved the status 
of the democratic institutions it was con- 
ceived they would be and which they 
should be if the policyholders’ interest is 
to be best served.” 


N the subject of interlocking di- 
rectorships the report goes into 
some detail. “A special study” it 
states, “was made of the business af- 
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filiations of the 135 directors who 
serve on the boards of the 5 largest 
companies. Among this group of 135 
directors are directors of 100 other 
insurance companies, 145 banks or 
other financial institutions, and 534 
industrial, real estate, or other mis- 
cellaneous corporations. Thus the 5 
largest companies interlock with ap- 
proximately 780 corporations while 
each director is on the average a di- 
rector of 6 other corporations. In- 
cluded, among these directors are 
many of the more prominent bankers 
and industrialists of the country. * * * 





O’Mahoney Recommends 


Insurance of Capital 


T.N.E.C. Chairman, U. S. Sen- 
ator, Joseph C. O’Mahoney of 
Wyoming, in commenting on the 
T.N.E.C.-S.E.C. monograph fol- 
lowing its release suggested that 
the insurance executives devote 
their immediate attention to insur- 
ance of capital through issuance of 
a National charter for corporations 
to carry on this sort of investment. 
Highlights of Senator O’Maho- 
ney’s statement follow : 


“It seems to me that the correct 
answer to the problems which rise 
out of concentration of economic 
power in so-called private corpora- 
tions is not to be found in further 
concentration in the hands of gov- 
ernment. The answer is some me- 
thod of stimulating investment in 
small and medium sized enterprise. 

“Since the obvious obstacle to this 
investment is the danger of risk, it 
seems to me that the insurance exe- 
cutives of the country ought to de- 
vote their attention immediately to 
insurance of capital. If it is good 
business to insure lives and physical 
property, why would ‘it not be good 
business to insure capital risks? 

“As pointed out in the study, in- 
surance companies have a restricted 
field for investment; in other words 
big business and big government se- 
curities. The companies now have a 
vastly larger portion of their reserves 
in federal securities than in any time 
of their history. The federal debt is 
going up and the returns of invest- 
ment to these companies is decreas- 
ing. 

“Obviously, it would help both the 
companies and the government if we 
stimulate private investment in local 
and state developments. Otherwise, 
the investment field would run dry. 

“Legislation, however, is not 
needed. This can be done by private 
insurance companies. One way to do 
it would be to issue a national char- 
ter for national corporations to carry 
on this sort of capital investment. 

“I am putting this issue squarely 
up to the insurance business. It is 
up to them to do it, otherwise the 
Government will have to do it.” 











“The strength of these interlocking 
connections may be emphasized by 
observing that they are not solely de- 
pendent upon the dual capacity of 
one or more directors. There are 
other tie-ins which operate to make 
the relationships more binding. Fre- 
quently the insurance companies have 
substantial bank deposits in the inter- 
locking banks and substantial invest- 
ments in, or outright business deal- 
ings with the interlocking corpora- 
tions which bring about a closer 
contact.” 


The investigators are of the opin- 
ion that rate competition is eliminated 
by means of so-called gentlemen’s un- 
derstandings and intercompany agree- 
ments. On this point the report 
states : 


“Prior to the hearings upon which this 
report is based, it was generally believed 
that the life insurance business was not 
subject to anti-competitive agreements. Al- 
though it has long been known that in de- 
termining rates, the companies pooled 
their mortality experience in order to get 
the widest possible base for mortality 
tables, it was supposed that the other two 
rate-making factors, ie., loading (ex- 
pense) and the guaranteed interest rate, 
were independently determined by each 
company on the basis of its own experi- 
ence. 

“Tt now appears however that the prin- 
cipal life insurance companies have for 
several years undertaken to eliminate rate 
competition by means of intercompany 
agreements and ‘gentlemen’s understand- 
ings.’ Efforts in this direction have heen 
highly successful and, as might be ex- 
pected, the agreements have been extended 
to bring about uniformity in certain un- 
derwriting practices and in certain policy 
provisions as well. The full extent of 
these activities is unknown as the testi- 
mony was limited to agreements in which 
the larger eastern companies participated.” 

“For nearly 20 years actuaries repre- 
senting the principal life insurance com- 
panies have met at the home offices of the 
New York Life to discuss annuity rates, 
policy provisions, underwriting problems, 
dividends, and similar matters. Inasmuch 
as these conferences have resulted in the 
elimination or reduction of intercompany 
competition in many important phases of 
the life insurance business, they deserve 
special consideration in this discussion. 

“The conferences take place from two 
to four times a year in the office of Dr. 
Arthur Hunter, chief actuarv and vice- 
president of the New York Life. Usually 
representatives of about 20 of the largest 
companies are present.” 


Another form of intercompany ac- 
tivity, according to the report, may 
be found in the combination of life 
insurance companies for the purpose 
of defeating or influencing state and 
federal legislation. The principal legal 
reserve companies, it is pointed out, 
conduct their own legislative lobby 
through the Association of Life In- 
surance Presidents which at the end 
of the 1935 Florida legislative session 
was able to assume that “although 
many adverse measures were intro- 




















duced and pressed for passage, none 
was enacted.” 


BSERVATION as to company 
O agency practices is summed up 
as follows: 


“In seeking a formula for a solution of 
agency problems, companies must develop 
means of ascertaining the weaknesses 
which exist in their respective agency or- 
ganization. Obviously, the absence of con- 
crete information prevents companies from 
taking forthright steps toward the solu- 
tion of their sales problems. Though 
many companies replying to the Commis- 
sion’s sales questionnaire acknowledged 
laudable sales objective, such as adequate 
training, high compensation for agents, 
and the acquisition of persistent business, 
it was surprising to find that these com- 
panies were not in a position to submit in- 
formation which would indicate whether 
or not progress was being made toward 
the achievement of these various objec- 
tives. The lack of realism which is thus 
exhibited is tantamount to self-deception, 
and is an obvious obstacle to the solution 
of the problems of the agency system. 
The fact, for example, that many compa- 
nies who declare that one of their chief 
objectives was the adequate compensation 
of their agency force were obliged to ad- 
mit in their reply to the sales question- 
naire that they had no information relat- 
ing to the compensation of their agents, is 
startling to say the least. Similarly, a 
large number of companies who acknowl- 
edged the importance of adequate train- 
ing as an approach to the solution of cer- 
tain agency problems admit in their ques- 
tionnaire replies that they had neither 
knowledge of nor control over the train- 
ing course required of or offered to their 
agency force. Consequently, companies 
which have had the most progressive 
management with regard to problems of 
agency Organization were uniformly the 
companies in a position to provide the 
Commission with complete replies to the 
questionnaire. This fact is indication in 
itself that a realistic approach can only be 
founded upon adequate knowledge. 

“There is obviously no single solution 
to the problems which confront the Amer- 
ican agency system. Within certain lim- 
its, each company must work out its own 
cure. Some observations can, however, be 
made with certainty. The work of the 
life insurance agent must be recognized as 
something more than that of a salesman. 
Economic and management pressure on 
the agent to sell more and more life in- 
surance must be reduced and in substitu- 
tion thereof must come a willingness on 
the part of life insurance company man- 
agements to discard ‘growth for growth’s 
sake alone’ in favor of a selling program 
which has as its primary objective the sale 
of insurance in the manner which is most 
suitable to the policyholders’ needs and 
their ability to pay. The unfit agent must 
he eliminated and only those persons 
equipped through careful selection and 
training to approach the public in a pro- 
lessional manner with a view to rendering 
expert service must be permitted to carry 
a rate book for a legal reserve life insur- 
ance company. Unless these things are 
done immediately through the combined 
efforts of regulatory officials and company 
managements, the time will have arrived 
when the social disadvantages resulting 
trom the system as presently conducted 
can no longer be ignored.” 


Considerable space is devoted to 
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industrial insurance. This type of 
coverage which is sold to low income 
families, it is asserted, is the most 
expensive form of life insurance avail- 
able. Summarizing on this subject the 
report says: 

“Thus industrial insurance continues to 
exhibit the same inherent evils: High- 
pressure salesmanship, excessive lapse, ex- 
travagant cost, and, finally, overselling 
and uneconomic distribution of policies in 
the family. In fact the situation has not 
radically changed since 1905 except in one 
regard, namely, that the operations of the 
industrial companies can no longer be 
considered a matter of local concern. With 
their tremendous growth they have taken 
on a national importance. 

“The conclusion is inevitable that in- 
dustrial insurance has failed to fulfill its 
essential purpose. Either industrial in- 
surance must be eliminated or the tradi- 
tional method of conducting it must be 
drastically changed to eradicate its in- 
herent weaknesses.” 

The authors of the report show 
great concern over the investment 
practices of life insurance companies. 
“An ever increasing amount of the 
country’s savings,” they say, “are 
flowing to life insurance companies, 
which are in effect sterilizing the sav- 
ings funds received and preventing 
them from flowing into new enter- 
prises or undertakings where the ele- 
ment of venture or risk is present. 
Thus the small business man or aver- 
age industrialist is denied access to 
this more important capital reservoir. 
The life insurance companies, on the 
other hand, are finding themselves 
unable to put their funds to work and 
yet are clinging to the notion that in- 
vestment in bonds is the only road to 
safety. * * * 

“Unless the life insurance compa- 
nies can find methods by which the 
funds flowing under their control 
will become available as equity for 
the stimulation of new enterprises 
and accessible to the small and me- 
dium-size businessmen and by which 
investments in common stocks will 
become more prevalent in order that 
industrial enterprise may not become 
overburdened with debt, consider- 
ation will have to be given to the ex- 
tent to which the insurance compa- 
nies may longer monopolize and dic- 
tate the direction of the flow of the 
savings of the people.” 


eee 
Mr. Pike’s Legislative 


Recommendations 

R. PIKE in his appearance be- 

fore the Temporary National 
Economic Committee on February 28 
pointed out that the recommendations 
and suggestions which he was about 
to present were entirely his own and 
those of Mr. Gesell and did not nec- 
essarily represent the views of the 
S.E.C. or the T.N.E.C. 
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Mr. Pike, after briefly reviewing 
the existing machinery which the 
states can set up to regulate life insur- 
ance companies offered the ten fol- 
lowing recommendations for strength- 
ening state supervision : 

“While a thorough study of all aspects 
of state regulation was not attempted by 
the Commission’s staff, sufficient informa- 
tion was obtained to warrant our making 
specific suggestions for strengthening state 
regulation. The following steps are urged 
for the consideration of state legislatures 
and state insurance commissioners. It is 
hoped that this Committee will exert its 
influence in the direction indicated by these 
proposals, which are specifically as fol- 
lows: 

“1. Insurance Commissioners should be 
appointed by a responsible executive (in 
all cases subject of course to confirmation 
by the proper state body) and their selec- 
tion should only be made with regard for 
the appointee’s experience and qualifica- 
tions. 

“2. The tenure of office of the Insurance 
Commissioner should be increased sub- 
stantially and in so far as possible com- 
petent Commissioners should be continued 
in office regardless of their political affilia- 
tion. 

“3. The salaries of Insurance Commis- 
sioners should if possible be substantially 
increased. 

“4, Insurance Commissioners should not 
be obliged to undertake any duties other 
than the regulation and supervision of in- 
surance companies. 

“5. There should be substantial increases 
in the budget for insurance departments of 
most states. 

“6. The personnel of most insurance de- 
partments should be increased. The work 
of an insurance department should be un- 
dertaken only by full-time qualified em- 
ployees whose pay is sufficient to make 
them conscious of their responsibilities and 
free from insurance company or political 
influence. The employment of special out- 
side examiners should be discontinued. The 
development of a civil service in state in- 
surance departments is highly desirable. 
Companies should no longer be required 
to pay the salaries of examiners. If they 
must be charged for examination the 
necessary amount should either be collected 
by a lump sum charge set in advance and 
paid by the company directly to the state 
treasury or preferably be collected through 
an appropriate state tax. 

“7. State insurance supervisory officials 
should strengthen examination procedures 
particularly in respect of companies domi- 
ciled within their state. The desired im- 
provement would include more frequent 
examinations in some states, more com- 
petent examiners, greater publicity to and 
full release of all examination reports, 
and the undertaking of examination which 
would give greater attention to the insur- 
ance operations as contrasted with the 
purely financial aspects of the business. 

“8. Closer regulation and supervision of 
agency practices is required. Present laws 
for licensing agents are all too frequently 
administered purely as revenue measures. 
Agents should be required to show more 
adequate training, better prospects for 
financial success, and greater knowledge 
of the life insurance business. Futhermore, 
state supervisory officials should give more 
attention to such matters as company train- 
ing courses, sales contests, compensation 
arrangements, etc. 

“9. The number of policy forms should 
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be reduced and greater attention given to 
establishing standardized policy forms or 
policy provisions acceptable in all states. 
The present confusion in this field is most 
undesirable. 

“10. State supervisory officials should 
more closely scrutinize activities of officers 
and directors and generally make more 
thorough checks on the competence and 
activities of company managements.” 

The necessity of liberalizing the 
laws governing life insurance com- 
pany investments was also advocated 
by Mr. Pike. His recommendations 
on this phase of the investigation are 
summed up as follows: 


“The continued flow of funds to life 
insurance companies which are prevented 
from purchasing common stocks is cer- 
tain to have serious effects on the eco- 
nomy. Common stocks of substantial cor- 
porations with an established record of 
earnings are clearly as ‘safe’ as many 
bonds. A liberalization of investment laws 
to permit life insurance companies to in- 
vest a relatively small percentage of their 
funds in common stocks would stimulate 
healthier financial structures and have a 
wholesome effect on the economy. Ac- 
cordingly it is suggested that the respec- 
tive states give serious consideration to 
liberalizing in this direction their laws 
governing life insurance investments. 

3efore leaving this subject I would 
like to make one additional remark. 

“Many newspapers have made much of 
a statement to the effect that life insur- 
ance funds go into big business. No such 
statement will be found in Monograph 28 
- any release or report put out by the 

S.E.C. in connection with the insurance 
study. All of us know the insurance com- 
panies have made substantial investments 
in homes and farms. May I also empha- 
size the recommendations with respect to 
common stock investments are submitted 
for the consideration of the respective 
state legislatures. We have not and do 
not expect to make any recommendations 
which will be designed to give the Federal 
Government authority to regulate life in- 
surance investments.” 


HE desirability of placing state 

supervisory authorities in a po- 
sition to police inter-company agree- 
ments restricting competition was 
also recommended by Mr. Pike. On 
this point he stated : 


“The Committee will recall that consid- 
erable testimony was elicited with respect 
to various intercompany understandings 
and so-called ‘gentlemen’s agreements’ 
existing among principal life insurance 
companies. The life insurance business is 
such that much good can be done through 
occasional intercompany conferences at 
which technical problems confronting the 
business may be worked out on a stand- 
ardized basis. Mortality tables, for ex- 
ample, represent such an endeavor. It is 
difficult to define the exact areas within 
which such conferences should operate. 
Much can be said, however, for permitting 
life insurance companies to act occasionally 
in concert for the purpose of arriving at 
a certain amount of standardization in re- 
spect of specific matters having to do with 
policy provisions and possibly certain un- 
derwriting practices, which have developed 
in a manner detrimental to policyholders 
as a result of excessive competition. Of 
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course, no agreements should be permit- 
ted where the effect of those agreements 
is to prevent any one company from de- 
veloping new services and new sales tech- 
niques which are actuarially sound. 

“Similarly, life insurance companies 
should not be permitted, as they have been 
in the past, to fix rates through direct or 
indirect arrangements of any kind. The 
life insurance business should be conducted 
on a competitive basis with emphasis on 
management efficiency rather than sales 
technique. 

“It will be recalled that various inter- 
company agreements were reached at meet- 
ings where no state officials were present 
and in most cases the basis of understand- 
ings arrived at were neither publicized 
nor first submitted to state authorities for 
their approval. Under any circumstances 
the continuance of this type of clandestine 
conferences should be prevented. When- 
ever agreements within the limited area 
suggested are arrived at among the com- 
panies they should be reached only with 
the approval of the State Commissioners 
after the Commissioners or their repre- 
sentatives have had an opportunity to 
participate in the conferences and to study 
the basis for the agreements reached. 
Moreover, the fact that intercompany 
meetings have been held should be publi- 
cized and the nature of the agreements 
reached made known.” 


The development of technique for 
giving policyholders greater repre- 
sentation on the boards of stock and 
mutual insurance companies was also 
included in Mr. Pike’s recommenda- 
tions. His comment follows: 


“In the first place it would seem desir- 
able for the states to permit policyholders 
of stock life insurance companies to elect 
at least a minority of directors to the 
boards of such companies. As we have 
pointed out in our report, the. policyhold- 
ers of stock companies contribute the great 
bulk of the assets and it is to their in- 
terest that they be represented directly 
on the boards of the companies. 

“Possible steps to be taken by the states 
to give policyholders greater representa- 
tion on the boards of mutual life insurance 
companies would include the development 
of a more adequate system of notifying 
policyholders of their right to make nomi- 
nations and of the actual results of elec- 
tions held; permitting policyholders to have 
access to policyholder lists and to examine 
the books and records of their companies 
under restrictions similar to those placed 
upon stockholders; the possible develop- 
ment of arrangements to assure that some 
directors, particularly those serving on 
boards of larger companies, be selected 
with due regard for their knowledge of 
and residence in different areas of the 
country.” 

In discussing the size of the life 
insurance industry Mr. Pike pointed 
out that not only is it one of the 
largest American industries, but it has 
perhaps the greatest potentialities for 
future growth. Although no specific 
proposals were made in respect of 
the subject of size several possible 
approaches to the problem were indi- 
cated. These are: 

“Among the steps which might be taken 
to limit the size of life insurance com- 
panies or dilute their concentrated eco- 
nomic power are: placing restrictions on 
insurance companies in respect of the sale 





of annuities and other policy contracts 
when the saving element is predominant, 
encouraging the development of Savings 
Bank Life Insurance, enacting tax legisla- 
tion which would make growth beyond a 
certain point undesirable from a business 
point of view, restricting the amount of 
assets which a company may control, 
limiting the amount of new business which 
a company may write, encouraging the 
growth of smaller companies, prohibiting 
various types of interlocking director- 
ships, restricting the continual develop- 
ment of private placements which are 
rapidly concentrating many security issues 
entirely in the hands of the largest com- 
panies, preventing insurance companies 
from organizing subsidiary companies, 
preventing investment in interlocking com- 
panies, or limiting the amount of money 
any insurance company may invest in the 
securities of another corporation.’ 


FTER reviewing several of the 

more significent earlier efforts 
to obtain legislation giving to the 
Federal Government authority in the 
field of insurance, Mr. Pike urged 
that the question again be considered 
as to whether the I*ederal Govern- 
ment can assist the State with insur- 
ance regulatory problems in a man- 
ner beneficial to the state, the compa- 
nies and policyholders generally. He 
continued : 


“We believe it can. Our proposals in 
this connection are not nearly as far- 
reaching as many which have been made 
at intervals since 1865. We propose neither 
inclusive regulation nor anything approxi- 
mating wholesale supervision. 

“While the jurisdiction of the states is 
limited geographically, that of the Federal 
Government is nation-wide. Moreover, the 
Federal Government has the resources to 
make studies for and to lend its expert 
assistance to the states so that they may 
be better equipped to cope with the im- 
mensely intricate and clearly interstate 
problem of life insurance supervision. The 
Federal Government should not supplant 
the states, nor should it interfere with 
their regulatory procedures. 

“Tt would seem more desirable that it 
work with the states on a cooperative basis 
toward the end that the states may do a 
better job. The basis upon which the Fed- 
eral Government might best participate 
in the field of insurance supervision would 
seem to be primarily as an adviser and as 
a collector and distributor of information. 
Its functions should closely parallel those 
of the National Association of Insurance 
Commissioners which has been handicap- 
ped by lack of funds and other conditions 
which would not be applicable if the Fed- 
eral Government sets up machinery to as- 
sist the individual states.” 

Definite means of curbing so-called 
“phantom insurance companies” are 
included in Mr. Pike’s recommenda- 
tions. He stated: 

“An example of the manner in which 
the Federal Government may use its pow- 
ers to strengthen the states is well illu- 
strated in the case of the so-called phan- 
tom insurance companies. This is really 
a bootlegging business. There are life 
insurance companies which sell insurance 
in states where they are not licensed or 


(Continued on page 27) 
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The Pennsylvania Turnpike, between Harrisburg and Pittsburgh, is one of the safest highways in the country. Note the wide shoulders, 
the steel guard rail, as well as the divided roadways. 
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Divided Highways Do Reduce Traffic Deaths 


WENTY-FIVE years ago 

there were less than 3,500,000 

motor-vehicles registered in this 
country. Automobiles then were a 
luxury, to be used on Sundays, holi- 
days and for vacation travel. Car 
owners drove on the average only 
about 2,000 miles a year. 

Now there are more than 30,000,- 
000 motor vehicles registered and 
they travel almost 300,000,000,000 
miles a year, or an average of 10,000 
miles each. 

With motor-vehicle use 30 times 
what it was twenty-five years ago, the 
danger of violent death or severe 
accidental injury has been multiplied 
many fold. By the same token it has 
impressed upon us the necessity for 
doing everything possible to eliminate 
the possibilities of accident as well as 
to relieve the ever-growing traffic 
congestion. 

Congestion and traffic hazard are 
here because the automobile has be- 
come a business necessity. It has, in 
many instances, supplanted other and 
older forms of mass transportation. 
lor example, recent figures published 
by the Automobile Manufacturers’ 
\ssociation show that, except in the 
top-size cities where rapid-transit fa- 
cilities are offered, about 70 per cent 
of all persons entering or leaving cit- 





By MARTIN CULLERTON 


ies where they work use privately 
owned automobiles. In the larger 
cities the average is around 40 per 
cent. Yet in three of the largest, more 
persons are reported to use automo- 
biles than other transportation. 

This virtual substitution of auto- 
mobiles for other transportation has 
created congestion of which highway 
engineers and _ planners scarcely 
dreamed ten years ago. These engi- 
neers and planners now are con- 
fronted with devising means of re- 
lieving present congestion as well as 
providing for that which will accom- 
pany an expected 40,000,000 motor 
vehicles in the not too distant future. 

Solution of the problem of con- 
gestion appears to be three-fold: 
Build express highways or limited 
ways near and into cities to provide 
uninterrupted flow of traffic in both 
directions; provide adequate parking 
facilities within cities themselves; 
and bypass the through traffic around 
business centers. 

From the standpoint of safety as 
well as relief of traffic congestion con- 
struction of multi-lane highways with 
opposing streams of traffic divided 
promises results that are direct and 
sure. As evidence of its efficacy, this 
type of construction, started but a 
few years ago, has spread to three- 


fourths of all the states. Mileage of 
divided highways now exceeds 1,000 
miles. In fact, this type of construc- 
tion is being generally adopted where 
uninterrupted flow of heavy-volume 
traffic must be provided for, and 
where heavily traveled highways are 
recording high fatality rates. 

Because divided highways are com- 
paratively new, actual figures to show 
how ntuch safer they are than undi- 
vided highways are rare. There are 
available, however, some important 
statistics from observation of traffic 
along the Brunswick Pike, U. S. Route 
1, in New Jersey. This highway, which 
runs from the New Jersey metro- 
politan area to Trenton was originally 
constructed in two 1414-ft. strips, pro- 
viding a 29-ft., three-lane width. Due 
to the increase in heavy traffic it was 
soon realized that three lanes were in- 
sufficient. Accordingly, a 10%4-ft. strip 
was added, making the highway 
3914-ft. wide. Another 10%4-ft. was 
contemplated for the opposite side 
when traffic might warrant a five-lane 
highway. 

In the meantime the idea of dividing 
opposing streams of traffic was coming 
to the fore. Accordingly, it was de- 
cided to split the Brunswick Pike 
along the original center-line, move 
one 14¥4-ft. strip laterally a distance 
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of 12 ft., and add a 10-ft. strip to the 
1414-ft. This provided two two-lane 
roadways, one 25-ft. wide and the 
other 2414-ft. wide. 

For 11 miles east of Penns Neck 
Circle the dividing strip was flanked 
with an 18-in. plane-surface sloping 
curb built of white portland cement 
concrete. Light-reflecting curb was 
used for the rest of the distance be- 
tween New Brunswick and Trenton. 
Grass was planted along the dividing 
strip. 

Before the Brunswick Pike was 
made into a divided highway 280 
accidents were recorded (fiscal year 
1933-1934) along the 11-mile stretch 
of this highway referred to above. Of 
these, 30 were fatal accidents, and 159 
of them occurred at night. Forty-seven 
of the accidents were head-on colli- 
sions, and 27 of these were at night. 

\fter opposing streams of traffic 
were divided, total accidents (fiscal 
year 1937-1938) were reduced to 167, 
despite the fact that vehicle owner- 
ship and use had increased more than 
20 per cent. Of the 167 accidents, 
only five were fatal. Eighty-four of 
the accidents were at night ; 83 in the 
daytime. Two of the fatal accidents 
were at night ; three were in the day- 
time. Only four of the accidents were 
head-on collisions, and three of these 
were in the daytime. 

These comparable figures are elo- 
quent proof of the value of dividing 
opposing streams of traffic, and evi- 
dence as well of the value of out- 
lining traffic ways with light-reflect- 
ing curbs. From these statistics the 
following conclusions may be drawn: 

1. Total accidents were reduced by 40 
per cent. 

2. Head-on collisions were practically 
eliminated, being reduced from 47 to 4 

more than 92 per cent. 

3. Fatal accidents were reduced from 
30 to 5, a reduction of 80 per cent. 

4. Accidents at night were cut to the 
same frequency as daytime ones: 84 as 
against 83, respectively. 

5. Fatal accidents were fewer at night 
than in the daytime. 

Viewed from the standpoint of the 
economic loss involved, such a great 
reduction in fatal and non-fatal acci- 
dents by separating opposing streams 
of traffic is worth close analysis. 

According to the National Safety 
Council the economic loss involved in 
motor vehicle accidents in 1939 (32,- 
600 deaths and 1,150,000 injuries) 
aggregated $1,500,000,000. Half of 
this was property damage and _ half 
was attributable to wage losses, medi- 
cal expense, overhead cost of insur- 
ance, etc. 

The Safety Council further reports 
that economic loss resulting from any 
known set of accident figures can be 
roughly computed by multiplying 
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the number of fatal accidents (not 
fatalities) by $50,000. This will cover 
the economic loss involved in inju- 
ries and property damage as well as 
fatalities. This figure is based on the 
study of accident statistics for the 
whole country over a period of years. 
The studies have developed the fact 
that there are 1.1 fatalities for each 
fatal accident, and that there are 35 
times as many injuries as fatalities. 


Y making a divided highway of 

Brunswick Pike, fatal accidents 
along an 11-mile stretch of road were 
reduced by 25. Multiplying this by 
$50,000, the computed economic 
gain resulting from the fatal accident 
reduction amounts to $1,250,000. 
This saving would easily build a di- 
vided highway of the Brunswick Pike 
type as long as the 11-mile stretch 
along which accident statistics were 
recorded. 


Aside from the actual reduction in 
the number of accidents ascribable to 
dividing opposing streams of traffic, 
the effect of installing light-reflecting 
curbs must not be underestimated. 
That effect is seen in the equalizing 
of night and day accidents. If the 
ratio of night to day accidents before 
the highway was made a divided one 
held after it was divided, one would 
expect 94 night accidents out of a 
total of 167, whereas there were 84. 

Another value of building light-re- 
flecting curbs lies in the greatly in- 
creased comfort of night driving. 
Much less fatigue is involved when 
the driver is able to see at all times 
the borders of the traveled way. 


Methods of constructing divided 


highways naturally will vary from 
state to state. Decision to build such 
types, however, rests on the knowl- 
edge that the divided highway greatly 
reduces accidents, particularly of the 
violent type such as head-on colli- 
sions, and that it materially contrib- 
utes to free-flowing traffic which, in 
itself, tends to reduce the probability 
of accident. 

In New York, where multi-lane 
highways already existed, separation 
of traffic streams has been achieved 
by building a central dividing strip 
of concrete and anchoring it to the 
existing pavement. Design of the di- 
viding strip is such that automobiles 
cannot hurdle it nor will it throw 
automobiles getting too close to it, 
back into the traffic stream. This di- 
vider is 21 inches wide at the base 
and 15 inches high. 

Much the same type of dividing 
strip has recently been tried out in 
Chicago. This is of white portland 
cement concrete, 4 ft. wide at the base 
and with sloped and scored light-re- 
flecting sides. 

Another project was recently com- 
pleted near Kansas City to provide a 
safe entranceway to that city from 
the southeast. Here an existing 18 ft. 
highway was widened to 22 ft. and 
another 22 ft. roadway was con- 
structed. The dividing strip is not 
uniform, but varies from a few feet 
to as much as 1,000 feet. 

In Los Angeles the California Di- 
vision of Highways built a divided 
highway along the bed of the Arroyo 
Seco, first confining that flash stream 
within a concrete-lined channel to as- 
sure rapid runoff of flood waters. By 


(Continued on page 22) 
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Division of opposing streams of traffic by a curb with a light reflecting face for better night 
visibility is one of the features of N. J. Route 29, U. S. Route 22. 
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Loss Causes and Their Control 


By P. D. BETTERLEY 


CONSULTANT FOR INSURANCE BUYERS 


SHOP inspector sent to inves- 
A tigate a fire, reported there 
was “no cause”, but this con- 
clusion was not accepted by the in- 
surance manager. He investigated 
himself and found a definite reason— 
matches. A firm had a products lia- 
bility loss ratio of nearly 200% 
despite the fact that the underwrit- 
er’s inspectors had made a special 
investigation, yet another investiga- 
tor found scores of logical causes 
which easily could be eliminated. 
Losses do not just happen — there 
is a reason for them. When we have 
learned to think in terms of Loss 
Causes rather than Results we shall 
reduce economic waste. Generally in- 
surable losses are attributable to fire, 
leakage, breakage, defaults, seizure, 
acts of liability, and incapacity. Ac- 
tually these are the consequences of 
some prior action, more often than 
not based on a fault which might be 
avoided. At least the effects can be 
mitigated. Therefore our energies 
should be directed toward control. 
Before control can be accomplished 
we must analyze the hazards, and 
there can be no accurate determina- 
tion of insurance needs until the pri- 
mary causes of losses have been re- 
vealed and their potency established 
in connection with the specific risk 
for which insurance is to be consid- 
ered. Subsequently we shall discuss 
analysis and prevention more fully. 
But it is pertinent to point out at this 
juncture that insurance is indeed a 
“necessary evil” when the insureds 
“lean upon it.” Neither the insureds 
nor the underwriters’ representatives 
should rely upon each other exclu- 
sively to locate the hazards, but 
should effectively coordinate their ef- 
forts. 
ee @ @ 
Causes of Losses 


While the proximate or immediate 
cause of loss may be a fire or other 
element; a physical failure through 
breakage or accident; malicious acts 
of others; or failure to fulfill an ob- 
ligation to others, we must search 
further for the determining factors. 
It is not sufficient to consider these 
results as inevitable — such a fata- 
listic attitude invariably multiplies 
losses. Lurking in the background 
there is carelessness, failure to plan, 
or exposure. A friendly fire is an 
agency for. good, but to allow it to 
get beyond control is usually the con- 


tributory fault of man; hurricanes 
or earthquakes are natural hazards, 
but we can so build our structures as 
almost to eliminate losses; the thief 
does not select as a victim the firm 
which has made the way hard for 
him; with due regard for the rights 
of others and watchfulness, one may 
operate with little fear that claims 
of default will arise. 

That which has intrigued me more 
than anything else in studying causes 
of losses, is the factor of combination. 
There may be exposure to numerous 
hazardous elements, yet no loss oc- 
curs unless there is the right mixture 
or a single factor present to make the 
others potent destroyers. To illus- 
trate: (1) A cold metal stamping 
plant had a total loss by explosion 
and fire, apparently due to accumu- 
lated dust being impregnated by oil 
vapors and set off by a spark; (2) 
four men were cleaning out a tank 
car just as it had been done for 
many years, yet in some unknown 
manner fumes were created which 
killed one and the others escaped by 
the narrowest margin; (3) a leaky 
boiler led to removal of covering and 
the revelation that its sides were bulg- 
ing, yet there was no explosion. 

In examining a list of policies or 
underwriters’ classification of losses, 
it is apparent that the method gr 
means of loss has governed the for- 
mation of coverages, for example: 
(1) burglary and robbery, and not a 
policy against loss of money; (2) ele- 
vator and products liability, rather 
than a general liability contract and 
(3) ocean marine and railroad tran- 
sit, instead of blanket coverage for all 
shipments. There are innumerable 
classifications, as insureds have dis- 
covered to their sorrow when loss has 
occurred and they have been told the 
policy does not cover. 

We do not criticize the insurers 
for this separation in the beginning 
of underwriting. But as insurers gain 
experience it would seem possible to 
combine many policy coverages, so 
that the non-technical buyer of insur- 
ance would be protected against losses 
in a logical group. It is gratifying to 
observe progress in this direction as 
exemplified in the use of Comprehen- 
sive Liability, Automobile, and Crime 
policies. 

To recognize causes of losses is a 
problem apparently common to buy- 
ers and sellers alike. Unless a par- 
ticular type of loss has occurred it is 
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not easy to believe a hazard exists. 
For instance: (1) an engineer built 
a temporary shelter over a machine 
because there was a leak in the roof, 
completely ignoring the fact that the 
opening of a sprinklerhead above 
would do many times more damage 
and, (2) installation of a booster 
pump in a combination sprinkler and 
service water supply line without a 
stop valve on the service side resulted 
in “pulling down” the sprinkler pres- 
sure. In each case the possible cause 
of serious loss had been overlooked 
during periodical inspections. Had 
there been a loss prior to correction 
of conditions doubtless it would have 
been classified as “water” or “fire” 
damage respectively, whereas the real 
cause was failure to discover a haz- 
ard. 

Loss causes are not remote, in the 
sense that they are hidden, usually 
they are exasperatingly plain. They 
may not attract attention during rou- 
tine inspections, simply because they 
have not frequently produced losses. 
Fires occur frequently but from such 
a variety of means that the same set 
of circumstances seldom prevails in 
a given risk. For these reasons one is 
inclined to think less in terms of 
causes and much more in terms of ef- 
fect. An employee defaulted to the 
extent of $15,000 in a position not 
considered vulnerable — he was no 
more clever than other embezzlers 
but the possibilities were overlooked 
by employer and auditors. 

We must look for primary factors 
more than proximate events. To fer- 
ret out the possibilities, to anticipate 
the causes of losses, is a paramount 
need in the preservation of assets. It 
is quite unsafe to rely upon the ex- 
perience of others and it is a logical 
conclusion that there is a tremendous 
field for research, and that there 
should be constant study and testing. 


Survey of Hazards 

NOWLEDGE of the hazards or 

exposures to loss can be accu- 
mulated by (1) studying the reports 
of losses which already have occured ; 
(2) surveying the conditions which 
prevail in connection with the prop- 
erty risk to be insured and (3) con- 
ducting research experiments. 

Many buyers of insurance follow 
their own experiences or are guided 
into the belief that the need for cov- 
erage is to be measured by the losses 
of others. It is singular that most 
business managers will conduct ex- 
tensive tests or deliberate at length 
to determine the proper course of 
procedure in a variety of manage- 
ment activities, and yet follow an 
erratic, unsystematic method of pro- 
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tecting the business they have sought 
to build up. It is as important to 
analyze the risk as it is to have a 
medical diagnosis before treatment of 
a patient. 

Losses which already have oc- 
curred may be indicative of hazards. 
They help to develop our thinking 
and to stimulate research, they may 
demonstrate prevention possibilities, 
but they never will show clearly what 
insurance coverage should be bought. 
They may serve as warnings only, 
and the absence of previous losses is 
no assurance of immunity in the fu- 
ture. Infrequency of losses leads one 
into a false sense of security. 

The analyst should have a check 
list of the common causes of losses as 
a guide. But one must consider 
these not only by themselves, but in 
relation to each other, and under a 
great variety of possible circum- 
stances. It is evident that any given 
number of primary loss hazards such 
as fire or explosion which are discov- 
ered, must be multiplied many times 
to encompass potential loss causes 
through combinations of elements and 
circumstances. Hazards are either 
enhanced or mitigated by type, loca- 
tion, construction, occupancy, kind of 
products, protective equipment, main- 
tenance, operating practices, sales and 
shipping methods, and general busi- 
ness conditions. 

Operating conditions may change 
hazards. For example: (1) a plant 
and machinery used for long periods, 
without time out for repairs, will be- 
come more susceptible to casualties ; 
(2) working under stress in crowded 
and poor maintenance conditions in- 
creases possibilities of personal in- 
jury; (3) if a firm can get aid from 
others to produce its goods during 
interruption of its production, the 
Use and Occupancy hazards will be 
less. In other words the analyst can- 
not measure the possible degree of 
hazard by the value of the property, 
the number of employes or the sales 
volume. 


Another factor in a survey is sus- 
ceptibility. For instance: (1) A 
stock of steel is not subject to much 
damage, but small metal utensils are ; 
(2) certain products are desired by 
thieves while others are not disposa- 
ble, thereby affecting the burglary 
and robbery hazard; and (3) much 
larger and more frequent liability 
claims may be expected in connection 
with the sale of certain commodities. 


The analyst must also consider the 
salvage possibilities in determining 
insurance requirements. (1) A tan- 
nery was entirely destroyed yet the 
hides in the vats had not been dam- 
aged. (2) Under certain conditions 
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liability risks may be lessened by re- 
covery from third parties. (3) Much 
has been done by some employers in 
rehabilitating the injured workman. 

Replacements and substitutes are 
important elements in reducing haz- 
ards or may obviate the necessity for 
insurance, as is the case of (1) hav- 
ing two sources of power supply, 
(2) spare power equipment and ma- 
chine parts, and (3) readily avail- 
able raw materials. Conversely the 
merchant or manufacturer may sus- 
tain profit losses, without possibility 
of recovery through subsequent sales, 
if he cannot accomplish replacement 
of seasonal goods immediately. 

Violent fluctuations in values af- 
fect the surveyor’s estimate of extent 
of loss, to-wit: (1) long distance 
marine shipments may have a much 
higher “landed value’ than when 
shipment was made; (2) amount of 
a contractor’s bond should be higher 
if substantial increases in costs of 
labor and materials are likely; (3) in 
the case of business interruption haz- 
ards the extent of loss is governed by 
operating facilities and reserve stocks. 

The spread of the risk affects the 
hazards, often reducing the exposure 
to loss. For example a spread in lo- 
cation with limited values at each 
place definitely limits the amount at 
risk by one casualty. We also have 
observed that as the number of units 
at risk increases the ratio of loss de- 
creases. It has been noticeable when 
(1) there are many employes in any 
business unit or (2) multiple ship- 
ments by any means of transportation. 
We offer no logical reason for it, but 
merely state that we have found it a 
reliable guide in determining insur- 
ance requirements. We advance the 
opinion that it has not been generally 
recognized in making insurance rates. 
Probably it is a logical answer to the 
question “Why do many large firms 
carry their own risks?” 

Estimating loss frequency is not 
subject to scientific procedure as far 
as we can observe, and apparently we 
must rely upon long range experi- 
ence. It is known that fires occur 
frequently in some mills without ma- 
terial damage, whereas in other plants 
the losses may be individually heavy 
but infrequent. We do know that ex- 
perience varies greatly as to time — 
there will be long periods of com- 
parative freedom from casualties only 
to be followed by a series of them. 
Therefore it is essential to keep re- 
liable records and review them often, 
but to draw conclusions only after 
rather comprehensive long-time stu- 
dies. 

Consequential loss causes are easily 
overlooked, yet they represent a ma- 
jor item in the analysis of hazards for 


some insureds. Often they escape 
attention because they do not occur 
at the exact location of the primary 
loss. To illustrate: a fire or other 
casualty in a power plant may cause 
spoilage of goods in a building some 
distance away. Again, the interde- 
pendence of an operating department 
upon the products of another may be 
missed in making up the schedule of 
insurable hazards. Occasionally un 
expected third party claims arise 
from the activities of the insureds. 
A survey must be thorough and one 
must exercise a considerable degree 
of imagination to anticipate what may 
happen. Obviously the investigator’s 
experience is an important factor in 
the results. We are certain no one 
can uncover every contributory loss 
factor, but those trained in this work 
have a decided advantage. Technical 
or engineering training alone is not 
sufficient — the analyst must have a 
natural apptitude for finding those 
things which most people overlook. 
It has been said that the first step 
toward adequate coverage is a survey 
by an unbiased authority. Being de- 
tached from the risk he can approach 
his task without fear of influence, if 
he finds hazards that ought to be in- 
sured he is not benefitting by the sub- 
sequent placement of insurance, and 
is unaffected by that peculiar attitude 
of many buyers who say “it cannot 
happen to us.” Underwriters’ repre- 
sentatives can hardly give the re- 
quired time to make complete check- 
ups and eventually will benefit by 
encouraging the strictly unprejudiced 
survey. The buyers are too close to 
the problem to discover all needs. 
They usually will find that less con- 
sideration is given to their recom- 
mendations by management than 
when an unbiased party submits a 
plan. Nevertheless, we believe the 
combined suggestions and efforts of 
the three groups are most effective. 


Prevention of Losses 


REVENTION is the one funda- 

mental feature in protection, not 
insurance coverage. No one can af- 
ford to have casualties and the best 
insurance available will not compen- 
sate in full for all results of those cas- 
ualties. It follows that most emphasis 
should be put on prevention. Yet 
many insureds permit unnecessary 
hazards to exist. By their acts of 
omission and commission they seem 
to depend almost entirely upon luck 
or their insurance carriers. It seems 
to be a natural trait ‘to complain 
about the costs of insurance, yet to 
contribute to them needlessly, as is 

(Continued on page 25) 
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The problem of damage claims is one which is ever before the seller of food stuffs. 


Food And Damage Claims 


By J. T. KIELEY 
CLAIM ADJUSTER, AMERICAN 
MUTUAL LIABILITY INS. CO. 


Reprinted by Special Permission from 
American Mutual Magazine 


NY retail business which is en- 
A gaged in merchandising food, 
whether for use at home or for 
consumption on the premises, is con- 
stantly subject to the hazard of claims 
for damages, due to real, fancied or 
faked injuries resulting from the 
handling and eating of the food 
products. There are three classes of 
cases resulting from mishaps in the 
sale of food. The most common is the 
group covering the finding of foreign 
substances in foods. The second in- 
cludes claims of illness resulting from 
impurities in foods. The third is due 
to the spilling of foods in restaurants 
or soda fountains, involving claims 
for personal injury or damage to 
clothing. Whatever the basis of the 
claim, extreme care must be used in 
handling all such cases, for the store 
may not only suffer heavy damages, 





but may also receive much harmful 
publicity if the case gets to court. 

Accidents resulting from the selling 
and serving of foods provide real 
tests of a store manager’s ability. If 
they are handled tactfully, many of 
them will result in little or no cost to 
the store organization. But if they 
are treated carelessly, they will pile 
up costs which, although paid by the 
insurance company, will eventually 
fall back on the store in the form of 
sharply increased public liability pre- 
miums. The manager is the key man 
in dealing with all such cases. It is his 
job to prevent any idea of damages 
from arising in the customer’s mind 
before any claim is made. If he does 
or says the wrong thing, he may in- 
fluence the customer to feel that dam- 
ages should be paid — even though 
no injury has actually resulted from 
the accident. 
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Grocery stores and grocery depart- 
ments of general merchandise stores 
sometimes receive complaints from 
customers about foreign substances 
in food sold over the counter — 
usually in canned or other packaged 
goods or bakery products. State laws, 
in most cases, provide that a store 
warrants that all goods sold by it 
are fit for consumption. Therefore, 
the sale of a can of peas or a loaf of 
bread containing a foreign substance 
may be the basis for a suit against 
the store, even though the store could 
not possibly be responsible for the 
presence of the foreign substance. A 
claim may also be made against the 
manufacturer or packer of the goods, 
where the blame really belongs. It is 
obvious, for instance, that no one in 
a retail store could open a can of 
peas, put in some gravel, and then 
seal up the can again. 


Whenever such a case arises, the 
manager should make a note of the 
product, its manufacturer and the 
nature of the foreign substance found 
in it. If possible, he should obtain the 
foreign substance from the customer 
and send it in to headquarters along 
with his report. Then, if a claim is 
made against the store, it or its insur- 
ance carrier can in turn enter a claim 
against the manufacturer. However, 
the manager should take pains to 
point out to the customer that it was 
impossible for the store to have been 
at fault in such a case. Most cus- 
tomers will see the fairness of this 
argument and will make the claim 
against the manufacturer, where it 
should be made, instead of against the 
store. Tactful handling of these cases 
will keep the store clear of difficult 
and dangerous cases. 


More often a claim of finding for- 
eign substances in food arises in con- 
nection with the sale of food for con- 
sumption on the premises. Statistics 
compiled by insurance companies 
seem to indicate that at least 95% of 
this class of claims are unwarranted 
because the foreign substance is dis- 
covered before it could cause any in- 
jury — and that about four-fifths of 
such claims are entirely fraudulent 
because the foreign substance. was 
placed in the food by the person mak- 
ing the claim. Whether or not these 
figures are accurate, it is certain that 
the finding of foreign substances in 
foods is very often a “racket.’’ Amer- 
ican Mutual is familiar with a frau- 
dulent claims ring which victimized 
from 30 to 100 restaurants by slip- 
ping a portion of a mouse into clam 
chowder or beef stew and then col- 
lecting from the stores which were 
over-anxious to hush the matter up 


and did not properly investigate. 
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However, there are legitimate food 
claims of this kind, and every man- 
ager must scrupulously avoid any ac- 
cusation of fraud — for that may lead 
to a suit for damages for defamation 
of character. 

It is conservative to say that 50% 
of all cases of finding foreign sub- 
stances in foods are deliberate frauds, 
and that at least in half the remaining 
cases there are fraudulent efforts to 
magnify the extent of the injuries 
received so as to collect damages that 
are not justified. For some reason, 
people who are ordinarily honest seem 
to feel that they should be paid some- 
thing just because they find a foreign 
substance. Even though no injury has 
been done, they think they are en- 
titled to a prize of some sort. Some- 
times a manager encourages that be- 
lief in the mistaken idea that it wins 
the good will of the customer and that 
the insurance company and not the 
store pays the money. 

Now, then, when a patron com- 
plains of finding a foreign substance 
in his food, what steps should the 
store manager take to protect the fi- 
nancial interest of the restaurant ? His 
first duty is to determine whether 
the substance was actually in the 
food or whether it was placed there 
by the customer for the purpose of 
collecting damages. Of course he can- 
not be absolutely sure in all cases, 
but there are facts which will give 
him a good basis for sound judgment. 

ee @ ® 

Ii first factor which will help 

him to judge whether the claim 
is honest or dishonest is the appear- 
ance and attitude of the claimant. 
The more fuss the the claimant makes 

the more likelihood there is that 
the claim is fraudulent. The person 
who makes a lot of noise and dis- 
turbance generally is acting out a 
plan made before he entered the store 
in order to embarrass the manager, 
make him lose his head and assume 
responsibility for the accident in order 
to quiet the disturbance as quickly as 
possible. He is probably trying to 
divert attention from the fact that he 
put the foreign substance in his food 
himself, or to magnify the importance 
of a case in which no injury has ac- 
tually been suffered. 

The second factor to be considered 
is the nature of the foreign substance. 
If the foreign substance has no rela- 
tionship to the food in which it has 
been found, there is a strong pre- 
sumption that it was placed in the 
food for the purpose of making a 
claim. American Mutual had two 
cases about the same time which il- 
lustrated the importance of consider- 
ing both the attitude of the claimant 
and the type of substance. 
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In one case, a woman ostensibly 
found an air-rifle bullet in a piece of 
pie and immediately went into hys- 
terics. The manager knew there was 
no likelihood that the bullet could get 
into the pie which she was eating, un- 
less by design, and told her so courte- 
ously but firmly. When she argued 
that it might have fallen in through 
the negligence of the company that 
baked the pie, he pointed out that the 
restaurant baked all its own pies and 
that their bakers did not amuse them- 
selves by shooting air-rifles in the 
kitchen. Without making an accusa- 
tion, he told her the following: “I 
don’t want to see any trouble for you 
as a result of this, but the man who 
would be sent by the company to in- 
vestigate your claim might feel that 
this matter should be referred to the 
district attorney’s office.” The wo- 
man then asked that the whole matter 
be dropped. 

A contrasting case involved a wo- 
man, obviously a person of refine- 
ment, who made complaint, almost 
apologetically and with no attempt to 
cause a disturbance, of having 
chipped a tooth on a piece of china. 
When the manager saw that the dish 
on which the food had been served 
was cracked at one end, he immedi- 
ately arranged to settle the claim, 
which was done without trouble, to 
the complete satisfaction of the wo- 
man. 

The third factor which is of impor- 
tance in determining whether a claim 
is being faked is the nature and extent 
of the injury — and whether it is pos- 
sible that the foreign substance dis- 
covered could have caused the par- 
ticular injuries claimed. A manager 
should try to obtain an admission 
that none of the foreign substance 
was swallowed — not by asking a 
direct question, but’ by such remark 
as, “It’s fortunate you didn’t swallow 
any, isn’t it?” 

Even though the manager is satis- 
fied that the claim is fraudulent, he 
must not get into an argument with 
the customer. And he must be par- 
ticularly careful not to say so in front 
of witnesses — for this may lead to 
an expensive suit for dafamation of 
character. Headquarters and the in- 
surance company will be sufficiently 
firm in handling such cases without 
need for the manager to take any 
chance of making a bad move. The 
manager should be courteous and so- 
licitous in receiving complaints of 
foreign substances — no matter what 
the circumstances — but he should 
not do or say anything that is an ad- 
mission of responsibility for the acci- 
dent. With the utmost tact, he should 
get the foreign substance into his pos- 


session as soon as possible, and then 
hold on to it. 

Such cases should never be digni- 
fied by making them seem so impor- 
tant to the customer that he will im- 
mediately begin to think of damages. 
Complaints of this nature should be 
treated in the same way as a com- 
plaint about service. The manager 
should show the customer that he is 
sorry the incident happened and 
should thank the customer for calling 
the matter to his attention. By of- 
fering a refund on the dish or suggest- 
ing a substitute dish, a manager can 
show that he considers the incident 
closed. Under no circumstances should 
insurance be mentioned or anything 
said by the manager which will give 
the impression that the company is 
insured against this type of accident 
— for this will immediately suggest 
damages. It is good policy to obtain 
the name and address of the customer 
in all cases. This can be done unob- 
trusively by explaining that company 
rules require the reporting of all in- 
cidents, complaints or suggestions for 
improvement in service. 


VERY case of foreign  sub- 
stances in foods should be re- 
ported to headquarters in complete 


detail immediately. This applies 
whether or not a damage claim seems 
likely — for the company must have 


the information for protection against 
such a possibility. It needs it, too, in 
order to check up on the commissary, 
even in cases that seem apparently 
fraudulent, to see if it was possible 
for the particular foreign substance 
to get into the food. Information 
from the manager may disclose care- 
lessness in the commissary which 
needs correction in order to prevent 
further trouble. 

The report should contain the name 
and address of the customer, together 
with a brief description of the appear- 
ance and attitude of the victim. The 
latter may be even more important 
than the name in uncovering cases of 
fake claims. Wherever possible, the 
foreign substance should be sent 
along to headquarters together with 
the report. The conditions surround- 
ing the finding of the substance in the 
food should be thoroughly explained, 
with specific mention of any circum- 
stance which might have caused the 
accident or of any fact which might 
indicate that a legitimate case was 
unlikely. All real or alleged injuries 
to the claimant should be carefully re- 
ported. 

The importance of a prompt, com- 
plete report cannot be overestimated. 
Those managers who reason that they 
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can be put off because the insurance 
company pays the cost are sadly mis- 
taken. The organization pays the cost 
in the long run, because the insurance 
rates are based on the losses which 
the carrier has been obliged to pay 
on account of claims arising out of 
happenings in the store. 

Claims of illness from impure food 
are seldom fraudulent but are gen- 
erally imaginary. Blame for an upset 
stomach is often put on the restaurant 
when it is really the patron’s fault for 
choosing his menu unwisely. When 
the restaurant is to blame — which is 
rarely — it is obvious, for complaints 
come in by the score or hundred, 
from most or all of the people who 
have been served with the impure 
food. 

Where there is a single complaint 
on a dish that was served to 100 or 
more persons, it is obvious that the 
restaurant is not to blame. This 
should be pointed out to the customer, 
who should be asked if the trouble 
might not have been caused by some- 
thing eaten elsewhere. If he persists 
in blaming a particular food eaten, 
point out the total number of por- 
tions which have been served, without 
affecting anyone else. Make him see 
that his complaint is illogical and 
thus retain his confidence. For even 
though he cannot collect damages, he 
can injure the restaurant’s reputation 
by telling others that the food was 
bad. 

Pin the customer down to the spe- 
cific dish that he blames. If he says 
it was fish, ask him what kind of fish 
he ate. After all, there is usually a 
lapse of time between the customer 
eating the food and making the com- 
plaint in these cases. A manager 
should never make the mistake of 
denying a customer’s claim by saying 
that no such item was served in the 
store until the complainant has com- 
mitted himself definitely as to the 
particular food item eaten. Otherwise 
the claim will be immediately changed 
to the type of food which the man- 
ager says was served at the time in 
question. 

Treat these complaints courteously 
and sympathetically, but firmly. Be 
sure to make a report of all such cases 
so that the company can protect it- 
self. If the manager remembers the 
names of any regular patrons who ate 
the dish in question, he should in- 
clude them in his report — for they 
will make valuable witnesses in case 
of trouble. The report should men- 
tion the name and address of the cus- 
tomer and the number of portions of 
the dish served on the day in ques- 
tion. 

Claims of personal injuries or dam- 
age to clothing caused by the spilling 
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of foods will cost a restaurant far 
more than necessary unless the man- 
ager handles them tactfully. The im- 
portant thing to remember is that the 
store is responsible only if the dam- 
age was due to negligence of one of 
its employees. If one customer spills 
a bowl of hot soup over another, the 
store is not at fault and is not liable 
for damages. Or if a customer, by his 
own negligence, causes an employee 
to spill food over him, the restaurant 
is not responsible. Of course, it is the 
manager’s duty to do what he can to 
hold the good will of the customer, 
but he should not assume responsi- 
bility for the accident unless he knows 
that the fault lies with an employee. 
It is a good idea casually to obtain 
the name and address of each person 
who may be involved in an accident 
of this nature. The manager should 
express his regret for the accident 
and do what he can to repair the 
damage. In the meantime, if there is 
no blame attached to the restaurant, 
he should quietly obtain the names of 
disinterested witnesses to protect the 
organization in the event of a possi- 
ble claim for damages. If an em- 
ployee was at fault, the manager 
should offer to repair the damage, 
such as paying the cost of cleaning 
a soiled suit, and assume that this 
closes the incident. Such accidents 
should always be reported to head- 
quarters. 


““Fire Defense”’ 


WHAT IS THE THREAT OF INCENDI- 
ARY BOMBS, SABOTAGE AND OTHER 
forms of war incendiarism which are 
now facing American homes, cities 
and industry? The answer to this 
question is given in a book entitled 
“Fire Defense,’ (232 pages, 154 il- 
lustrations, $1.50) just published by 
the National Fire Protection Asso- 
ciation of Boston. The Association is 
putting the book in the hands of the 
President and members of the Na- 
tional Defense Council, the governors 
of the 48 states and mayors of prin- 
cipal cities for use of their defense 





councils and committees. The mate-. 


rial is expected to provide a guide to 
all persons in public or private life 
concerned with defense activities. It 
explains the problem of fire in war 
time, covering air-set fires, bombs, 
sabotage, the activities involved in 
civilian defense, fire fighting, and the 
safeguarding of industrial production 
for defense. 

The text includes a comprehensive 
report on British fire defense meas- 
ures and among the contributors are 
an expert of the F’.B.L., the Director 
of Fire Services of the Civilian De- 
fense Committee in the Canadian 
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Province of Ontario, and other tech- 
nical experts in the fire field. Most 
important of all, the book includes a 
review of the fundamental principles 
which must be observed to assure 
that fires, sabotage — caused or acci- 
dental, will not interrupt the flow of 
material off production lines. For 44 
years the National [Tire Protection 
Association has been developing these 
fundamentals. 

The publication “Fire Defense” is 
a compilation by the staff of the Na- 
tional Fire Protection Association 
under the general direction of Hora- 
tio Bond, Chief Engineer of the As- 
sociation, 

The compilation has been made on 
the theory that the best fire defense 
is a strong offense against fire. In 
the enumeration of fundamentals to 
be observed in fire defense, the text 
recommends keeping stock piles of 
raw materials as small as possible to 
the end that large amounts of burn- 
able values will not be concentrated 
in one place. The wider use of prop- 
erly arranged buildings of fire-resis- 
tive construction is urged together 
with more widespread use of watch- 
men and fire alarm systems, parti- 
cularly automatic alarms, as a means 
of discovering fires while they are 
small. 

It is urged that fire departments be 
brought up to strength and in line 
with a policy of lightening the load 
on the public fire forces the wide- 
spread organization of private fire 
brigades is suggested. Under the 
plan described, thousands of Amer- 
icans would become members of 
these brigades. They would not be 
members of fire departments, or even 
auxiliary firemen in the strictest 
sense, but each would be a member 
of a fire brigade organized to protect 
the factory, office building or store in 
which he works, or the residential 
apartment house or block in which 
he lives. 

The full cooperation of every indi- 
vidual would be asked toward elimi- 
nating the sources from which fires 
would be ignited. This would mean 
control of dangerous personal habits 
in the disposal of smoking materials 
and attention to good housekeeping, 
especially in a factory or warehouse. 

A strong plea is made that respon- 
sibility for fire protection matters 
should not be turned over to any 
person without regard to his experi- 
ence and qualifications. It is pointed 
out that fire prevention is something 
more than posting “no smoking” 
signs and that fire protection is more 
than providing extinguishers or 
throwing water. The book’s 232 
pages go into detail in support of 
these fundamental ideas. 
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New Jersey Adopts Auto 
Assigned Risk Plan 


THROUGH THE EFFORTS OF DEPUTY 
COMMISSIONER, C. A, GOUGH OF NEW 
Jersey, a voluntary plan for granting 
automobile bodily injury and prop- 
erty damage liability insurance to 
risks required to carry financial re- 
sponsibility insurance by any law of 
that state and unable to secure it for 
themselves has been adopted effective 
as of March 15. All companies writ- 
ing automobile bodily injury liability 
insurance in the state have subscribed 
to the plan. The plan as adopted is 
similar to the one in operation in 
\ ermont. 

The plan resulted from a meeting 
of a committee of company repre- 
sentatives held in Mr. Gough’s office 
in Trenton about a month ago. Mr. 
(,ough expressed his gratification for 
the cooperation evidenced by the com- 
mittee members on that occasion as 
well as on the part of the admitted 
companies for subscribing so prompt- 
ly to the plan. 

William Newell, 60 John Street, 
New York City, will administer the 
plan. Mr. Newell is already manag- 
ing the automobile voluntary plan of 
another state. 
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Heads L.M.C. Boiler and 
Machinery Department 


GEORGE BONSTELLE, WHO HAS BEEN 
IN THE BOILER AND MACHINERY DI- 
vision of the Kemper affiliated com- 
panies in New York for a number of 
years, has been transferred to the 
home office as manager of the boiler 
and machinery department. The an- 
nouncement was made by H. G. 
Kemper, executive vice-president of 
the Lumbermen’s Mutual Casualty 
(Company, 

K. T. Broach is being transferred 
to the New York City office of the 
companies to be in charge of boiler 
and machinery production there. 
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1941 Accident And Health 
Week Best Ever 


LOOKED AT FROM EVERY VIEWPOINT, 
1941 PROMISES TO BE THE BIGGEST 
year that accident and health insur- 
ance has yet experienced. That this 
is not idle editorial enthusiasm is ap- 
parent from early reports received 
from the efforts of the seventh an- 
nual Accident and Health Insurance 
Week now being currently observed. 
|.ocal associations everywhere and 
individuals not situated where they 
can readily be affiliated with group 
efforts, are aroused to making every 
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week through the balance of the year 
an Accident and Health Week. 

Keynote of this new sense was 
sounded on both coasts and at asso- 
ciation breakfasts and rallies. 

At Chicago, close relation of a 
city’s health program and accident 
and health insurance was sounded by 
Dr. Herman N. Bundesen, city health 
commissioner, who was the principal 
speaker at one of the morning break- 
fast meetings. Nearly 500 heard Dr. 
Bundesen talk. Recognized every- 
where to be one of the foremost au- 
thorities on matters of civic health 
and a close student of accident pre- 
vention, Dr. Bundesen called atten- 
tion to the national defense program 
by declaring that proper medical care 
and hospital treatment were essen- 
tials equally important with arma- 
ment and production of planes and 
ships. He called on his audience of 
insurance men to provide proper 
medical care and hospital treatment 
through accident and health insur- 
ance. 

Estimates of the number of insur- 
ance men and women who entered 
into the A. & H. Week drive run 
from 50,000 to as many as 100,000. 
All of the thirty local associations 
affiliated with the National Accident 
and Health Association cooperated to 
the fullest extent. 


Nebraska Mutuals Elect 
A. H. Schultz President 


THE ELECTION OF A. H. SCHULTZ 
OF SCRIBNER, NEBRASKA, TO THE 
presidency of the Nebraska State As- 
sociation of Mutual Insurance Com- 
panies culminated one of the most 
successful annual gatherings held by 
that group in recent years. Other of- 
ficers elected at the Association’s 
convention held in Lincoln were: 
John Havekost, vice-president; O. F. 
Gilmore, secretary-treasurer, and C. 
T. Joern, national committeeman. 
Mr. Havekost is a former state treas- 
urer. 

Insurance Director, C. C. Fraizer 
of Nebraska was the featured speaker 
at the convention. Others to appear 
on the program included H. J. Re- 
quartte, Lincoln, attorney for the As- 
sociation; former Insurance Direc- 
tor C. J. Smrha; and M. J. Meuer, 
manager of the Insurance Depart- 
ment of the Federal Land Bank at 
Omaha. Round-table discussions led 
by O. D. Trombla, J. F. Zimmer, Jr., 
C. C. Zimmerman, F. E. Linch and 
Mr. Havekost played an important 
part in the program. 


The 1942 convention of the Asso- 
ciation will be held in Omaha. 


’‘ Accidentally On Porpoise”’ 


THE TRAVELERS INSURANCE COM- 
PANY IN A WEEKLY BULLETIN EN- 
titled, “The Freak of the Week,” 
being issued during a special thirteen- 
week accident insurance campaign, 
lists the following as a typical exam- 
ple, taken from the company’s claim 
files: 

“A Travelers’ policyholder, vacationing 
at a town on Cape Cod, decided on a dip. 
While swimming offshore a Cape Cod na- 
tive mistook him for a porpoise and shot 
him through the left arm. Insured was 
paid $195 for being shot ‘accidentally on 
porpoise. «€ * * 


Commissioner’s Executive 
Committee Meets In 
New York 


THE EXECUTIVE COMMITTEE OF 
THE NATIONAL ASSOCIATION OF IN- 
surance Commissioners met in New 
York City on March 21 and 22 to 
discuss matters pertaining to the 
HOLC-SCA contract, the recent in- 
surance monograph and _ legislative 
recommendations of the T.N.E.C., 
and the proposed cental office or 
clearing house of the Association ad- 
vocated recently by Commissioner 
John B. Gontrum of Maryland. The 
meeting was called by committee 
chairman, John S. Williams, III, of 
Mississippi. 

Every member of the committee 
was in attendance at the meeting with 
the exception of W. A. Sullivan of 
Washington. Those present were: 
John Sharp Williams, III, Missis- 
sippi; association president, John C. 
Blackall of Connecticut; association 
secretary, Jess G. Read, Oklahoma; 
Albert F. Jordan, District of Colum- 
bia; C. A. Gough, New Jersey; Ray 
B. Lucas, Missouri; C. I’. J. Harring- 
ton, Massachusetts; James A. Mc- 
Cormack, Jr., Tennessee; John A. 
Lloyd, Ohio, and Matthew H. Tag- 
gart, Pennsylvania. 


Divided Highways 


(Continued from page 16) 
following the stream, much costly 
excavation was avoided which other- 
wise would have been necessary to 
provide a through route free from 
grade crossings. 

Although no “before” and “after” 
accident statistics are available on 
these highways and others through- 
out the country, it can be assumed 
that reductions in deaths and injuries 
and property damage will closely 
parallel those recorded on the Bruns- 
wick Pike. And the economic savings 
resulting from these accident reduc- 
tions will amount to millions of dol- 
lars. 
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Insurance and Those Who 
Produce It 


An Address 
By LOUIS H. PINK 
SUPERINTENDENT OF INSURANCE 
STATE OF NEW YORK 
Before the Insurance Club of Washington, D. C., 
February 19, 1941. 


VERYONE is now concerned 
K with defense. Insurance, which 

is the bulwark and cushion of 
all industry, is a most important fac- 
tor. The writing of new risks on a 
huge scale in these uncertain times is 
not free from danger to the indus- 
try. Fortunately, however, both our 
fire and casualty companies are in 
excellent condition. When compared 
with their surplus funds the volume 
of insurance written by those compa- 
nies is perhaps more conservative 
than it has ever been in the history 
of the institution. 

The depression which we have just 
weathered has required strength to 
survive. We are now coming through 
a period of reconstruction in which 
many of our weaknesses have been 
eliminated. We are like a ship cleared 
for action. Many of the obvious dan- 
gers of the war industry are miti- 
gated, if not removed, by the close 
cooperation and sharing of risks 
among the companies. Through our 
inter-company organizations and our 
common efforts we have learned to 
cooperate and stand together. The 
growth of reinsurance and the in- 
creased pooling of interests add 
greatly to the stability and strength 
of the insurance structure. 

In the field of the producer a 
great deal of interest has been shown 
recently in the Home Owners’ Loan 
contract. Under this contract a large 
group of stock companies has secured 
the fire insurance on a great number 
of properties mortgaged to the Home 
Owners’ Loan Corporation. The real 
estate owned by the Home Owners’ 
Loan Corporation is self-insured. It 
is estimated that the premiums col- 
lected under the contract run well 
over a million and a half dollars a 
year. 

The contract was declared illegal 
in a number of states principally be- 
cause of the provision which gave to 
the Home Owners’ Loan Corporation 
25% of the premiums paid. The con- 
tract has since been revised and a new 
contract is before the Attorney Gen- 
eral of the State of New York for 
Opinion as to its legality. I shall 
therefore say nothing about the re- 
vised contract. I only hope that the 





plan can be so revamped that it will 
conform with our laws and with 
proper insurance practice. 

I certainly have no desire to im- 
pede or interfere with the business 
of any branch or arm of the Federal 
Government. I want to cooperate and 
be helpful. But aside from the strict 
legal questions involved there are 
certain implications in the original 
contract which it seems to me are 
dangerous not only to the companies 
but to the producing forces. I cannot 
help wondering whether the theory 
behind the contract is wise or states- 
manlike from the standpoint of the 
future. I cannot help wondering if a 
temporary advantage is worth the 
ghosts that may haunt us in the days 
to come. 

Under the original contract the 
Home Owners’ Loan Corporation 
agreed to perform certain services 
primarily along the line of fire pre- 
vention and in return received 25% 
of the premiums. No _ supervisors 
have been more enthusiastic over the 
extensive and efficient preventive and 
educational work of the fire and cas- 
ualty companies than the Superin- 
tendents of Insurance of New York. 
We have encouraged the formation 
of affiliate organizations and groups 
of companies for this purpose and 
have never quibbled over any legiti- 
mate expense. Undoubtedly this work 
can be made still more effective and 
perhaps even more money should be 
spent upon it. But the companies are 
able to do effective work along this 
line at a cost of less than 5% of the 
premium. Are we justified in paying 
25% for prevention and servicing and 
at the same time continue the pay- 
ment of 20% to the agents for serv- 
icing the business? Will the public 
stand for such a large expenditure 
out of the premium dollar before 
losses and the cost of management 
are paid? If this can be done, is 
there not an implication that rates 
should be substantially reduced? 


Granting that the H.O.L.C. situation 
is unique in some respects, can we 
permit a branch of the government in- 
terested in a large number of proper- 
ties to receive substantial remunera- 
tion unless other large institutions 
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with thousands of properties, such as 
life companies and savings banks, are 
also eligible ? 

Undoubtedly the loss ratio of the 
mortgaged properties of the Home 
Owners’ Loan Corporation is low and 
it is probable that if a proper experi- 
ence rating plan were filed providing 
for suitable reductions based upon 
factors outlined in the Insurance Law, 
no legal or moral objection could be 
made. It is probable that such a plan 
would not be contrary to the legal re- 
quirements of the states nearly all of 
which, like New York, are seeking 
the light and trying to find some prac- 
tical yet legal solution. 

The problem of wholesale insur- 
ance which the Home Owners’ Loan 
contract has raised is one that can- 
not be overlooked either by insurance 
supervisors or by the companies or 
agency forces. We would prefer that 
there were no such problem but un- 
fortunately it is here, very concretely 
and very definitely. We cannot dis- 
criminate as between risks but neither 
can we blind our eyes to the fact that 
all kinds of businesses are conducted 
today upon a large scale and that in- 
surance must serve that business na- 
tionally as well as locally. No one 
could be more anxious than I to pro- 
tect the small man and when there is 
doubt he should have the benefit of 
it. But I am not sure that compelling 
the large assured to pay a substan- 
tial part of the cost of the small man’s 
insurance is not also unfair discrimi- 
nation. Is not the real intent of the 
statute against discrimination to se- 
cure justice and fairness throughout ? 


E may not like to admit it but 

“big business” is on the in- 
crease.+ The old anti-trust laws are 
almost completely outmoded. 

Senator O’Mahoney has frequent- 
ly warned us that the large corpora- 
tions are so huge and all-embracing, 
extending their activities as they do 
to all of the states and many parts 
of the world, that national incorpora- 
tion is necessary. This may not be 
the logical answer but of the centra- 
lization of power in industry as well 
as in government there can be no 
question. That is why careful and 
efficient regulation by government 
over industry is so necessary. 

We undoubtedly have had difficul- 
ties in the past, and shall perhaps 
have more in the future, bringing our 
rather rigid insurance structure into 
line with the growth and expansion 
of business. State regulation, while 
it has proved efficient and should con- 
tinue, must not be narrow or selfish 
and must realize that insurance is na- 
tional and international. The states 
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must work together and substantial 
uniformity in important matters 
should obtain. Those states which in- 
sist on narrow and selfish laws for 
the protection of local groups or 
classes are not really gaining advan- 
tage for themselves or their citizens; 
they are endangering the entire struc- 
ture of state supervision and control. 

The Virginia resident agents law 
which compels the payment of at least 
one-half the commission to a local 
agent in that state when he may not 
have done a stroke of work or had 
anything whatsoever to do with the 
placing of the insurance, may seem 
to be of some temporary advantage 
to a few of the Virginia agents. The 
Supreme Court of the United States, 
by a divided court, has held that it is 
within the broad power of the state 
but even the majority intimated it 
may not be wise legislation. It is re- 
strictive measures of this kind which 
make it difficult for insurance to func- 
tion over large areas on an equitable 
and sound basis. 

All kinds of selfish statutes are con- 
stantly cropping up in the states. 
When a company gets into trouble, 
deposits which are intended primarily 
for the protection of all creditors, 
wherever situate, are often held by 
the local courts for the benefit of 
citizens of a particular state. Some 
cities have a special tax on insurance 
premiums. Even the State of New 
York, which is the financial center of 
the world and owes its greatness to 
its close relationship and _ interde- 
pendence with other cites, states and 
nations, is not free from an occasional 
urge to impose taxes and restrictions 
which are penny wise an pound fool- 
ish. We must not annoy a great in- 
dustry with minor and needless ex- 
actions and impediments. 

There has been constant complaint 
that there are too many companies, 
particularly in the fire field, too many 
agents, too many brokers and, until 
the preparedness movement stimu- 
lated all industry there was a decided 
falling off of premiums in many lines. 
It is undoubtedly true that the entire 
insurance structure is too loosely or- 
ganized, that there has been too great 
a tendency for fire companies to cre- 
ate casualty affiliates and vice versa, 
and for fleets to develop around a 
strong company. There are too many 
agents and too many brokers and the 
compensation is not properly appor- 
tioned according to the importance 
and value of the work. Too much 
money is spent on commissions yet 
the brokers and agents who render 
real service are not overpaid. Some 
revamping of the structure to elimi- 
nate waste must be effected and the 
producing forces must have the cour- 
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age to meet the issue and clean their 
own house or in the end someone will 
be forced to do it for them. Those 
in the companies and in the produc- 
ing forces who have vision see this 
clearly and are doing everything in 
their power to bring about those nec- 
essary readjustments which will make 
for a sounder and more permanent 
insurance structure. 

It is selfishness which has caused 
most of the trouble in the world. 
Groups of people with common inter- 
ests seek to monopolize business or to 
secure special benefits at the expense 
of other groups and of business as a 
whole. Selfishness more than anything 
else is behind the break-up of the 
world and the struggle of nationalism 
for dominance. By adopting a broad 
view of things and trying to build up 
a broader insurance structure based 
on sound, equitable foundations we 
can have our influence in reshaping 
the world of tomorrow which is so 
dependent on insurance for support. 

The immediate increase in pre- 
mium volume is undoubtedly due to 
preparations for defense and may be 
temporary, but there is no cause for 
pessimism in the insurance field or 
any other. If the United States will 
recognize its obligation as well as its 
power for leadership and will see to it 
that the oceans are free to all, that 
the raw materials of the earth are 
available to all who need them and 
that all peoples are equally free to 
trade and develop their own political 
institutions, this may be the last 
great war. Our efforts, facilities and 
resources should be expended not in 
maintaining selfish groups or in re- 
stricting legitimate business or in 
maintaining high prices through scar- 
city, but in production and in the 
spreading among all our people of 
the necessities and ‘comforts of life. 
If this is our aim, the volume of 
insurance which may be expected in 
the future should far exceed that en- 
joyed in the past. 


Would Prohibit Use of Mails 


to Unauthorized Insurers 





TWO BILLS, ONE DENYING USE OF 
THE UNITED STATES MAILS TO SOLICIT 
or effect insurance or collect or trans- 
mit insurance premiums in any state 
without complying with the insurance 
laws thereof, the second, making it 
unlawful to use the United States 
mails for any of the above purposes 
without first securing a permit from 
the Securities and Exchange Com- 
mission, have been introduced in Con- 
gress by Representative Sam Hobbs 
of Alabama. 

Representative Hobbs, it will be re- 


membered, has long backed such leg- 
islation in Congress but previous 
measures have always failed of en- 
actment. 

H.R. 3796, the first of the two bills 
introduced by Representative Hobbs 
and referred to the Post Office and 
Post Roads Committee, specifically 
exempts from the provisions of the 
Act, newspapers, magazines or pe- 
riodicals of general circulation ; con- 
tracts of reinsurance; church or de- 
nominational corporations or bene- 
ficiary associations; fraternal benefit 
societies or fraternal benefit associa- 
tions; educational groups, associa- 
tions or corporations; marine insur- 
ance ; commercial traveling men’s as- 
sociations or corporations ; and group 
insurance. 

“Church or denominational corpo- 
rations or beneficiary associations” 
are defined to mean bona fide, non- 
profit corporations, societies, orders 
or voluntary associations of churches 
or other purely religious societies or 
associations, organized and carried 
on solely for the purpose of providing 
ministerial relief or pension funds or 
for the purpose of insuring church 
property. “Nonprofit” is defined to 
means that no part of the net earn- 
ings could inure to the benefit of any 
individual. “Marine insurance” is de- 
fined to mean a form of insurance 
covering only vessels and their car- 
goes and trucks engaged in interstate 
hauling and their cargoes. The bill 
provides for a maximum fine of 
$5,000 or imprisonment up to two 
years, or both, for willful violation of 
any of the provisions of the Act. 

The second measure, H.R. 3797, 
likewise referred to the Committee on 
Post Offices and Post Roads prevents 
the use of the mails in the transaction 
of unauthorized business, to the end 
that the public may be protected from 
fraud, unsafe insurance investments 
or other despoliation and provides 
punishment for its violation. The bill 
differs from H.R. 3796 in that it au- 
thorizes the Securities and Exchange 
Commission to issue permits for use 
of the mails for certain purposes to 
individuals or business units who are 
not licensed in the states in which 
they do business. 

Exempted from the law, in addition 
to those holding S.E.C. permits are 
newspapers, magazines and _ periodi- 
cals of general circulation and con- 
tracts of reinsurance. 

The Securities and Exchange Com- 
mission is given broad powers to 
make its own rules and regulations, 
fix the fair charge or fee to be paid 
in advance for such certificates, and 
otherwise act to protect the public 
interest in connection with this mat 
ter. 
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Loss Causes and Their Control 
(Continued from page 18) 





} well illustrated in motor vehicle in- 
surance. Usually it takes a casualty 
to prove to the insured that careless- 
ness or neglect was the primary cause 
of the loss. It is true that losses often 
occur involving innocent losers but 
regulation and concerted action might 
eliminate even these in time. 


We fear that most persons think of 
prevention as a special obligation of 
insurers, the government and semi- 
public agencies, or that it is a job for 
the technician. Actually it is the re- 
sponsibility of every individual, firm 
and organization, whether in business 
or merely engaged in living. Indi- 
viduals endure much suffering which 
%9 might be avoided, property owners 
lose accumulated savings, and busi- 
ness profits are frequently turned into 
losses by preventable causes. 


rc Organized prevention work is of 
dj comparatively recent origin. It is 
g instigated by multiplying losses, and 
r we sometimes wonder why we have 
h | to be forced or even urged to practice 
- safety. Is it because we in America 
a are comparatively wealthy in natural 
y resources? Is it said we are very 
> wasteful in many ways and it is evi- 
f dent in our group attitude toward 
prevention. Consequently we face the 
necessity of both individual and mass 
11 education. Every large business cor- 
of poration and institution should have 
i a regular and active safety commit- 
of tee; every smaller firm should assign 

to a capable person the responsibility 
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, for safety; the individual proprietor 
i of a business or property should treat 
be the subject of prevention with equal 
- importance ; and every person on his 
d own behalf must think and act safely. 
mf An insurance official once said 
ts “there is a reason why that firm has 
es such an enviable loss record — it is 
il because an executive with authority 
1- has learned how to control losses.” 
xe Prevention is control of losses! It 
se takes more than reading, writing and 
to hoping about prevention — it takes 
re practice in safety and plenty of com- 


ho mon sense. Otherwise how can one 
explain the great achievements of 
mn ff certain firms, whereas others having 


re i the same inherent hazards and similar 
li- means of safeguarding do not have 
n- an enviable record? Since we know 
it can be done, our job is to find the 
n way to do it as far as it applies to the 
to individual risk we may have an in- 
is. terest in. 
id Complete avoidance of loss is the 
id | minimum objective, even though the 


results may fall short of that goal at 
times. A little advance consideration 
will go a long way toward prevention. 
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And why shouldn’t we plan for safe- 
ty? The builders of structures or ma- 
chines should submit their specifica- 
tions to safety inspectors familiar 
with the particular usage to which 
the property is to be put. Examples 
of improper planning: (1) The build- 
ing of a frame structure connecting 
two larger brick buildings without 
protected openings in the walls; (2) 
laying out of buildings and_ side- 
tracks so that employes must cross 
over the tracks en route to work; and 
(3) installing sprinkler systems with- 
out alarm gongs. 

Where full control is difficult or im- 
practical, the prevention of large loss 
values may nevertheless be accom- 
plished, as in the case of (1) divid- 
ing a shipment of valuable equipment 
or merchandise, so that only part of 
it will be subject to the same loss; 
(2) splitting a payroll into two or 
more parts; or (3) guarding four 
gears out of six on a machine even 
if one pair cannot be covered. 

As pointed out in “Causes of 
Losses” we must learn to recognize 
the real hazard, then analyze it as a 
chemist would search for the com- 
ponent parts of any material. When 
the cause is segregated and its poten- 
tialities known it is easier to apply 
preventive measures. Boiler explo- 
sions seldom occur, if the boilers are 
inspected by competent authorities, 
because such inspectors have learned 
the causes, symptoms and remedies 
of boiler failures. 


There are safety specialists, reach- 
ing heights of efficiency that are ex- 
ceptional, either by self-training or 
natural adaptability or both. Wher- 
ever such persons are discovered they 
should be used to direct and educate 
others. Technical training is not nec- 
essary, although it would be helpful. 
Leaders in safety are in a professional 
group today and the need for their 
services is growing. 

Just how far brokers or other 
types of insurance representatives can 
afford to supply direct aid to buyers 
on prevention is a question. How- 
ever, the seller who has a faculty of 
discovering causes of losses will be 
rendering a great service to his pol- 
icyholders and enable them to place 
their orders for coverage On an ap- 
propriate, necessary basis. Real serv- 
ice was not exemplified in the follow- 
ing case: A brokerage office widely 
advertising its engineering service 
sent an inspector to a plant once a 
year. He approved fire coverage for 
one-third the value of a steel truss 
roofed building, on the theory that 
only one-third of the roof could burn 
owing to use of combustible covering 
on that one section, entirely overlook- 
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ing the effect of heat buckling the 
steel trusses, causing collapse of en- 
tire building. 

When causes of losses are under 
control, the more stable and predic- 
table the results become, and the : 
more chance underwriters have of 
controlling their business. It will 
make possible insurance approaching 
a “cost plus” basis, a stabilized con- 
dition which will be beneficial to in- 
surers, producers, buyers, and the 
general public. 

To say that it cannot be done is 
a mistake, for there are outstanding 
examples of results already attained 
— the turning of “sour risks” into 
desirable accounts through control of 
losses. That which is an inducement 
for the buyer solves a problem for 
the insurers. Stability in insurance 
placement is a logical result and that 
in turn is of benefit to sellers. 





Chamber’s Insurance Program 


Outlined by Cunneen 


THE PROGRAM OF THE CHAMBER OF 
COMMERCE OF THE UNITED STATES IN 
the insurance field, and its conserva- 
tion activities, were outlined to a 
group of insurance men by Terence 
F, Cunneen, Executive Assistant for 
Insurance, at a luncheon held at Wor- 
cester, Mass., under the auspices of 
the Worcester Chamber of Com- 
merce. 


The chairman of the meeting was 
Chandler Bullock, president of the 
State Mutual Life Insurance Com- 
pany, who called the meeting unique 
in that it was, he said, one of the few 
occasions upon which representatives 
of all lines of insurance had gathered 
in that city. 

Mr. -Cunneen said that business 
men can become a more potent force 
in the law making process. He ex- 
plained that already more than 1,100 
legislative committees — an average 
of more than two in each Congres- 
sional District — have been organized 
by chambers of commerce and trade 
associations. Members of these com- 
mittees can speak to their Congress- 
men as constituents, with knowledge 
of how legislation affects their com- 
munity or their industry. The advan- 
tage of these legislative committees, 
he said, lies in the fact they are 
strictly local in character and oper- 
ation. 
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Virginia Approves Deviation 
On Defense Projects 


A DEVIATION OF 20% FROM MAN- 
UAL RATES APPLICABLE TO UNITED 
States Government Defense Con- 
struction contracts on a cost-plus-a- 
fixed-fee basis was approved by the 
State Corporation Commission of 
Virginia on February 20. The devi- 
ation, requested by the National Bu- 
reau of Casualty & Surety Under- 
writers, on behalf of forty-one of its 
member companies licensed to do 
business in the state, became effective 
on and after February 20, 1941, as 
to new and renewal business and ap- 
plicable at the option of the carriers 
to existing policies as of that date. 
Under the order the credit of 20% is 
to be produced from agency acquisi- 
tion cost and company management 
allowance, the pure premium level 
remaining the same. The application 
of the National Bureau was concur- 
red in by the Bituminous Casualty, 
St. Paul-Mercury Indemnity, Conti- 
nental Casualty and National Casu- 
alty. The Consolidated Underwriters 
disclaimed interest. 


The order by the Corporation 
Commission provides that any com- 
pany writing workmen’s compensa- 
tion insurance in Virginia on behalf 
of whom filing was not made and 
which could not intervene to secure 
approval of the aforesaid deviation, 
might at any time by proper notifica- 
tion and filing be granted the use of 
precisely the same class deviation 
contingent upon the company accept- 
ing in its entirety the filing hereinbe- 
fore made and approved. The amount 
of percentage, deviation, reduction or 
credit, the order held, might be in 
any amount designated in such filing, 
not in excess of 20%. Following the 
approval of the stock carriers peti- 
tion for a 20% rate deviation on de- 
fense contracts, appropriate filings in 
accordance with the terms of the 
order were made for a 10% deviation 
on behalf of the American Mutual 
Liability Insurance Company, Liberty 
Mutual Insurance Company, Lum- 
bermens Mutual Casualty Company, 
Utica Mutual Insurance Company 
and the Employers Mutual Liability 
Insurance Company. These filings, to 
be applied in the same manner effec- 
tive as of February 21, 1941, were 
likewise approved by the Corporation 
Commission. 


Provision is made in the order that 
no policy written to become effective 
prior to February 20, 1941, shall be 
cancelled or rewritten in a different 
carrier at the request of the assured 
to take advantage of or to avoid the 
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application of the approved deviation 
except at the customary short rate 
charge for such cancellation. The 
deviation is likewise applicable — 
not only to existing rates but to rates 
in effect April 1, 1941. On this date 
a recently authorized over-all reduc- 
tion of 3.9% becomes effective. 


Defense Deviation Filings 


Extended 


FOLLOWING THE VIRGINIA CORPO- 
RATION COMMISSION’S ACTION AU- 
thorizing the filing of deviations on 
workmen’s compensation rates in con- 
nection with cost-plus-a-fixed-fee na- 
tional defense contracts, similar fil- 
ings were made on behalf of both 
stock and mutual insurance carriers 
in several other states. 


Shortly after Superintendent of In- 
surance Frank N. Julian of Alabama 
approved the application of the Na- 
tional Bureau of Casualty and Surety 
Underwriters for a rate deviation 
ranging up to 20% in that state, an 
order approving a 10% deviation by 
the mutual companies was entered. 
Under the terms of the Alabama 
order approving the stock company 
filing it is set forth that the deviation 
will not affect the basic rate which 
remains the same, but is to come from 
a reduction in acquisition cost. 


On March 10, Insurance Commis- 
sioner Frank J. Viehmann of Indiana 
issued a ruling authorizing “any in- 
surance carrier writing workmen’s 
compensation insurance, in connection 
with any and all United States Gov- 
ernment defense construction projects 
in the State of Indiana, to deviate 
from the rate fixed by the Work- 
men’s Compensation Rating Bureau 
of Indiana in such classifications by 
a reduction of not to exceed twenty 
per cent (20%) from the regularly 
promulgated rate, in all cases where 
the insurance carrier can show a de- 
crease in acquisition cost, administra- 
tive and audit expense of not less than 
fifteen per cent (15%) of the total 
rate in connection with the under- 
writing of any risk within said classi- 
fication, provided, however, that 
every insurance shall make a show- 
ing to the Workmen’s Compensation 
Rating Bureau of Indiana, and The 
Department of Insurance of the State 
of Indiana, that it can decrease its 
acquisition cost, administrative and 
audit expense by not less than fifteen 
per cent (15%) of the total rate in 
connection with the writing of any 
such risks, before the deviation pro- 
vided for herein shall be made by any 
such carrier.” 


The states of Kentucky, New 
Mexico, Colorado and Louisiana have 
also approved deviated filings on na- 
tional defense projects. 


The petition filed with the New 
York Insurance Department by the 
Compensation Insurance Rating 
Board of New York on behalf of both 
stock and mutual carriers seeking a 
deviation of 20% also has been ap- 
proved. 


It is understood that the National 
Council on Compensation Insurance 
is making a filing in all National 
Council states for 20% deviations for 
stock companies and 10% deviations 
for the mutual carriers. 


Insurance Committee Upholds 
War Department Regulations 


AN INVESTIGATION BY THE SPECIAL 
INSURANCE ADVISORY COMMITTEE OF 
the United States War Department, 
it is announced, upholds the Depart- 
ment’s practice in the awarding of in- 
surance contracts on national defense 
projects. 


The procedure in the letting of this 
insurance coverage had been pro- 
tested by the stock insurance compa- 
nies on the ground that it was pref- 
erential to the mutual carriers. The 
War Department, while defending the 
system in use, referred it to the spe- 
cial committee which had been ap- 
pointed over a month ago. 


The Committee’s report “confirms 
in substance” the Department stated, 
“the present practices governing in- 
surance under Cost-Plus-A-Fixed- 
Fee Contracts. The Advisory Com- 
mittee found that the method em- 
ployed by the Department under such 
contracts of evaluating bids of mu- 
tual insurance companies by taking 
into consideration past dividend rec- 
ords was a sound one. The report 
was rendered after conferences in 
Washington and New York, and 
after hearing representatives of stock 
and mutual companies.” 


Most of the insurance involved, it 
is understood, is casualty business 
primarily for the army’s current can- 
tonment construction program. Some 
fire insurance is said to be included 
as well. 


The Advisory Committee is com- 
posed of George S. Van Schaick, 
former superintendent of insurance 
of New York State, and Professors 
S. S. Huebner, University of Penn- 
sylvania; Ralph Blanchard of Co- 
lumbia University and George Gar- 
diner of Harvard Law School. 
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TNEC Report 


(Continued from page 14) 


admitted to do business by using the mails, 
the radio, telephone or telegraph to make 
contact with their prospective policyhold- 
ers. This situation has been severely 
criticised not only by policyholders who 
are the victims of such activities but by 
various state insurance officials who find 
themselves unable to cope with the problem 
primarily because of the interstate nature 
of the companies involved. 

“Apparently, there has recently been 
considerable sale of this type of insurance 
through broadcasting stations and this 
kind of selling activity is particularly dif- 
ficult for state authorities to control ef- 
fectively. In the past bills have been in- 
troduced in the Congress from time to 
time to prohibit life insurance companies 
from using the mails or the means and 
instrumentalities of interstate commerce to 
sell insurance in a state where they have 
not been authorized to do business. Legis- 
lation of this character will be highly de- 
sirable to strengthen state supervision. 

“Some designated agency of the Federal 
Government should be empowered to take 
appropriate action to prevent companies 
from using the mails, the telephone, the 
radio, or other means and instrumentali- 
ties of interstate commerce to sell insur- 
ance in a state where they have not been 
lawfully admitted to do business.” 

The problem of liquidating or re- 
organizing insurance companies 
whose reserves are impaired, Mr. 
Pike stated, also deserves the atten- 
tion of the Federal Government in 
order that the policyholders of such 
companies may receive fair treatment 
in the working out of whatever ad- 
justments are necessary. After point- 
ing out that at the present time in- 
surance companies are not included 
within the scope of the National 

sankruptcy Act, he recommended : 

“The National Bankruptcy Act should 
be amended to permit any State Insurance 
Commissioner or the designated federal 
agency to apply to the United States Dis- 
trict Court within whose jurisdiction an 
insurance company is domiciled to bring 
about that company’s liquidation or reor- 
ganization. Such an application could be 
granted by the court if, after hearing, it 
finds the company’s reserves impaired.” 


N order that the designated Fed- 

eral agency might operate effici- 
ently, Mr. Pike suggested that it be 
given some reasonable and clearly 
defined visitorial powers over all in- 
terstate insurance companies. “Though 
the right to examine companies deing 
business in more than one state 
should be exercised only with consid- 
erable restraint,” he stated, “it would 
enable this agency to determine 
whether an impairment of reserves 
exists in the case of any particular 
company. Furthermore, the agency 
must have such powers if it is to curb 
activities of phantom companies or to 
police the statutes governing conduct 
of officers and directors. The agency 
would also be implemented in its en- 
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deavors to strengthen existing sys- 
tems for reporting life insurance 
transactions and, when the occasion 
arose, would be able to check the ac- 
curacy of items contained in the in- 
formation filed with it.” Continuing 
he said: 


“The power of the designated agency 
to visit any registered company would also 
permit it to test occasionally the efficiency 
of state regulation in a particular area 
and if unhealthy conditions were found, 
publicity attendant upon disclosure of such 
conditions would serve to bolster stand- 
ards in the wayward states. 

“Moreover, the agency should be re- 
quired to undertake a more detailed ex- 
amination of any interstate company when 
such an examination was requested by the 
Insurance Commissioners of two or more 
states and no examination of the same 
company had been made by the agency 
within twelve months prior to the request. 

“Indeed, examinations might frequently 
be conducted in cooperation with the in- 
surance authorities of the state of domi- 
cile with the hope that the system would 
eventually eliminate many zone examina- 
tions — the agency undertaking examina- 
tions as the representative of policyholders 
resident in states away from the company’ s 
state of domicile.” 

The creation of an Insurance Ad- 
visory Council to give every possible 
encouragement to state regulation and 
to assist insurance company manage- 
ments in solving their own problems 
without legislative compulsion was 
likewise recommended by Mr. Pike. 
This Insurance Advisory Council 
which would function in close coop- 
eration with the designated federal 
agency, he pointed out, might con- 
sist of three representatives of the 
designated federal agency, three state 
insurance commissioners elected by 
the National Association of Insur- 
ance Commissioners, three company 
officials and three policyholders. 

Mr. Pike’s recommendations with 
respect to industrial insurance follow : 

“In spite of its high cost, excessive lap- 
sation, mal-distribution and other evils, in- 
dustrial insurance now provides a type of 
protection earnestly desired by great seg- 
ments of the population. Private compan- 
ies cannot provide a substitute. True, the 
situation will be alleviated to some extent 
by the development of monthly debit or- 
dinary insurance and on extension and de- 
velopment of Savings Bank Life Insurance. 

“It appears to us that the only adequate 
substitute can be obtained either through 
extension of federal and state social secur- 
ity programs to provide a lump sum death 
benefit for all the populace in an amount 
sufficient to cover burial and to compen- 
sate for expenses attendant upon the last 
illness, or through the development of a 
system for selling burial benefits through 
the facilities of the postal system. Such 
programs are feasible and would give 
wider protection at far less cost than is 
now possible under industrial insurance. 

“In the light of these considerations, we 
recommend the extension of social secu- 
rity benefits or the development of some 
other program such as the sale of insur- 
ance through the postal system to the end 
that industrial insurance would gradually 
disappear. Nothing should be done to 
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cancel existing policies to cause a serious 
dislocation in the insurance programs of 
policyholders now holding this type of 
insurance. Furthermore, the plan should 
not be so drawn that it would place the 
Federal government in competition with 
those companies selling ordinary life in- 
surance. The problem is complex and will 
require careful study. It would be a 
proper subject for consideration of the 
Insurance Advisory Council should such 
a body be created.” 

The final suggestion made by Mr. 
Pike in his testimony before the 
T.N.E.C. was that the appropriate 
committee of Congress or some de- 
signated agency of the Federal Gov- 
ernment be directed to conduct a thor- 
ough investigation of all forms of 
fire, casualty and marine insurance. 





Fire Waste Contest Winners 
To Be Announced 


WINNERS IN THE 1940 INTER- 
CHAMBER FIRE WASTE CONTEST WILL 
be determined at a meeting of the 
National Fire Waste Council March 
28. The Council is affiliated with the 
Insurance Department of the Na- 
tional Chamber. 

The contest this year has turned 
attention on incendiary fires and sab- 
otage in plants having defense orders. 
Fire losses will become increasingly 
important as the defense program is 
stepped up. 

“Fire losses in industry which are 
always troublesome,” said a statement 
issued recently by the Chamber's In- 
surance Department, ‘ ‘cannot be tol- 
erated today, because the national de- 
fense program, to which the nation 
has set itself, depends on a continu- 
ous and steady production of guns, 
tanks, ships and planes for defense 
and all the other goods needed for 
good living. On the continued turn- 
ing of,the wheels of industry must 
stand or fall the greatest production 
program our country has ever under- 
taken. Fire prevention and protection 
becomes increasingly important to 
this program as it goes forward. 

“The Council Meeting comes at an 
opportune time to discuss what is 
being done in this field and what 
further can be done by the coordi- 
nated effort of the various organiza- 
tions represented at the meeting. 

“A series of short talks will be 
given at the meeting by representa- 
tives of the National Defense Com- 
mission, the Bureau of Investigation, 
the National Board of Fire Under. 
writers and the Insurance Commit- 
tee for the Protection of American 
Industrial Plants. In addition, the 
reports of the standing committees 
of the Council will be received and 
the announcement made of the win- 
ners in the 1940 Inter-Chamber Fire 
Waste Contest.” 
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LUMBER MUTUALS] 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 























INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY | 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE. 
CwtC€ 








Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna. —— Lumbermens & Manufacturers Mutuals, I[nc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc.. 
Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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/ THE MAN WHO GOT THE DIVIDEND 


The retailer who gets part of his insurance costs back in 
dividends has an edge on his fellow merchants. He can use those 
extra dollars to stock a new line or to make wanted alterations. 
He’s in a better position to compete. 


And that’s where you come in, for HARDWARE MUTUALS 
dividends can be put to work for YOU making your business more 
profitable just as they have for thousands of merchants in hun- 
dreds of towns like yours. 


The HARDWARE MUTUALS representative in your vicinity 
will trade you dollars for minutes. Give him a few minutes of your 
time and he will show you how you can save dollars in your in- 
surance costs. The time you give him will be repaid many times 
over. Write for our free booklet “Reducing Your Expenses”. 








FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 


Minnesota Implement Mutual Fire Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 
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Thanks, America, for 











your Confidence in Us! 


As it has each year since organization in 1912, 














the “Curve of Confidence” in Lumbermens 
reached a new high in 1940. This unique record 


of consistent growth is unparalleled in insur- 








ance history. With the increase in number of 








policyholders, in premiums, in assets, in re- 


serves, and in net surplus, comes increased 


























opportunity for trustworthy service to the pub- 

















lic. We are grateful to the insurance buying GAINS FOR 1940 


public of America for the confidence placed in 





PREMIUM Income increased from 
, $27, 458,306.73 to $29,246,513.43 
confidence entails. A Gain of $1,788,206.70 


us and we recognize the responsibilities that 

















ASSETS increased from 
$38,073,226.38 to $41,382,727.87 
A Gain of $3,309,501.49 


NET SURPLUS increased from 


























$5, 262,440.31 to $5,500,000.00 
A Gain of $237,559.69 



























































FINANCIAL STATEMENT 











Statement at the close of business December 31, 1940, as reported to the Department of Insurance, State of Iilinots 
ASSETS LIABILITIES 
CE eee eee RPE DER nee $ 14,159,191.46 Reserve for losses not yet due.......0..0.......... $ 19,050,630.29 
, . . — . ot a , - . 
U. S. Government bonds 15,108,839.47 Reserve for unearned premiums................... 9,865,802.00 
State, county and municipal bonds 1,100,225.32 
: ’ : es Reserve for taxes and expenses secocesseecccs yl 20 GAD ee 
Canadian Bonds 494,049.81 E psi 
Maki. Cetiew aud other bonds , 522 822.56 Reserve for dividends and unassigned funds 2,670,795.68 
Stocks 2 369,848.95 Special reserve sides 166,150.70 
First mortgage loans on real estate... 984,949.66 Reserve for contingencies...... eee. 1,000,000.00 
Real estate (including home office building) —1,569,068.84 a ss oualer - 
a en a 4.017,808.10 lotal liabilities and reserves.............$35,882,727.87 
Accrued interest and other assets 55,923.70 ke ee 
SIONS. c.0s sec-opeeneauet $41 ,382,727.87 TOA. 6.0% Pee ene arer en .$41,382,727.87 
I mor Stocks at book 4e ess than market value. Voluntary contingency and special reserves are sufficient to 
19 wr rite valued at market, assets and surplus each would be increased $80,432.89.) 





Lumbermens 


MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, President Home Office: Mutual Insurance Building, ( 


g, CAtcago 








